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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Rel. No. 5847/Aug. 1, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13819/Aug. 1, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20122/ Aug. 1, 1977 


TRUST INDENTURE ACT OF 1939 
Rel. No. 477/Aug. 1, 1977 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9877/Aug. 1, 1977 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 603/Aug. 1, 1977 


Miscellaneous Amendments 


AGENCY: Securities and Exchange Commission. 
ACTION: Final rules. 


SUMMARY: These rule amendments update informa- 
tion and correct certain organization designations. 


EFFECTIVE DATE: August 1, 1977. 


FOR FURTHER INFORMATION CONTACT: 


Charles A. Moore, Records and Privacy Act Officer 
Securities and Exchange Commission 
Washington, D.C. 20549 

(202-523-5550) 


SUPPLEMENTARY INFORMATION: These amend- 
ments correct the address of the Los Angeles Regional 
Office, update the mailing address for Freedom of 
Information and Privacy Act requests, reflect current 
copying fees, and correct an omission of regional office 
addresses in 17 CFR 200.80(c)(1). Because these 
amendments involve matters relating to organization 
management and practices, the prior notice and 
publication procedure provisions of the Administrative 
Procedure Act, 5 U.S.C. 533, are not applicable. 
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Part 200, Chapter II, Title 17 of the Code of Federal 
Regulations is amended as follows: 


Subpart D—Information and Requests 


1. Section 200.80 of Subpart D is amended by revising 


paragraphs (c)(1), (c)(2), (d)(2), (d)(6)(ii) and (d)(9)(ii). 


as follows: 


§200.80 Commission records and information. 


* * * * 


(c) 


(1) Public reference facilities. The Commission has a 
specially staffed and equipped public reference room 
located at 1100 L Street, N.W., Washington, D.C. 
(202-523-5360) and public reference facilities in its 
regional offices. Coin-operated machines, which are 
available to requesters on a do-it-yourself basis, can be 
used to make immediate copies up to 8-1/2 x 14 inches 
in size of materials that are available for inspection in 
the Washington, D.C., New York City, Chicago and Los 
Angeles offices. 


(i) The public reference rooms in Washington, New 
York, Chicago and Los Angeles have available for 
public inspection all of the publicly-available records of 
the Commission as described in paragraph (a) of this 
section. 


(ii) All other regional offices of the Commission have 
available for public examination the materials set forth 
in paragraph (a)(2) of this section, as well as copies of 
registration statements and recent annual reports filed 
pursuant to the Securities Exchange Act of companies 
having their principal offices in their respective regions 
in microform; and paper copies of active broker-dealer 
and investment adviser applications originating in their 
respective regions; and paper copies of Regulation A 
{17 CFR 200.251 et seq.] notifications filed in their 
respective regions. Certain of the materials described 
in paragraph (a)(1) of this section may also be available 
at particular regional offices. 


The addresses of the Commission’s regional offices are: 


Atlanta Regional Office, 1375 Peachtree Street, N.E., 
Suite 788, Atlanta, Georgia 30309 (404-881-4768). 
Office hours—9 a.m.-5:30 p.m. e.s.t. 


Boston Regional Office, 150 Causeway Street, Boston, 
Massachusetts 02114 (617-223-2721). Office hours—9. 
a.m.-5:30 p.m. e.s.t. 


Chicago Regional Office, Everett McKinley Dirksen 
Building, 210 South Dearborn Street, Room 1204, 
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Chicago, Illinois 60604 (312-253-7390). Office hours— 
8:45 a.m.+5:15 p.m. c.Ss.t. 


Denver Regional Office, Two Park Central, Room 640, 
1515 Arapahoe Street, Denver, Colorado 80202 
(303-837-2071). Office hours—8 a.m.-4:30 p.m. m.s.t. 


Fort Worth Regional Office, 503 U.S. Courthouse, 10th 
and Lamar Streets, Fort Worth, Texas 76102 
(817-334-3393). Office hours—8:30 a.m.-5 p.m. c.s.t. 


Los Angeles Regional Office, 10960 Wilshire 
Boulevard, Suite 1710, Los Angeles, California 90024 
(213-473-4511). Office hours—8 a.m.-4:30 p.m. p.s.t. 


New York Regional Office, 26 Federal Plaza, New York, 
New York 10007 (212-264-1615). Office hours—9 
a.m.-5:30 p.m. e.s.t. 


Seattle Regional Office, 3040 Federal Building, 915 
Second Street, Seattle, Washington 98174 (206 
-442-7990). Office hours—8:30 a.m.-5 p.m. p.s.t. 


Washington Regional Office, Ballston Center Tower 3, 
4015 Wilson Boulevard, Arlington, Virginia 22203 
(703-557-8201). Office hours—9 a.m.-5:30 p.m. e.s.t. 


(2) Public reference inquiries. Inquiries concerning the 
nature and extent of records available at the 
Commission’s public reference room in Washington or 
at its other public reference facilities may be made in 
person or by telephone. The addresses and telephone 
numbers of all Commission Regional Offices are set 
forth at paragraph (c)(1) of this section. Written 
inquiries may be addressed to the Securities and 
Exchange Commission, Public Reference Section, 
Washington, D.C. 20549, or to a particular regional 
office. 


(d) * * * 


(2) Requests for copies of records. Requests for copies 
of Commission records may be made either in person at 
the public reference room or by mail addressed to the 
Securities and Exchange Commission, Public Refer- 
ence Section, Washington, D.C. 20549. Each request 
for information under the Freedom of Information Act 
should be clearly and prominently identified by a 
legend on the first page, such as ‘‘Freedom of 
Information Act Request,’’ and addressed to the 
Freedom of Information Act Officer, Securities and 
Exchange Commission, Washington, D.C. 20549. 





(ii) The application should be delivered to the Office of 
the Freedom of Information Act Officer, 1100 L Street, 
N.W., Washington, D.C., or sent by mail to the 
Freedom of Information Act Officer, Securities and 
Exchange Commission, Washington, D.C. 20549. 


(9) x* * & 


(ii) Misdirected Written requests. The Commission 
cannot assure that a timely or satisfactory response will 
be given to written requests for inspection or copies of 
records that are directed to the Commission other than 
in the manner prescribed in paragraphs (d)(1) and (2) of 
this section. Any staff member who receives a written 
request for records should promptly forward the 
request to the Freedom of Information Act Officer. 
Misdirected requests for records will be considered to 
have been received for purposes of paragraph (d) of this 
section only when they have been actually received by 
the Freedom of Information Act Officer. The 
Commission will not entertain any appeal from an 
alleged denial or failure to comply with a misdirected 
request unless it is clearly shown that the request was 
in fact received by the Freedom of Information Act 
Officer. 


Subpart H—Regulations Pertaining to the Privacy of 
Individuals and Systems of Records Maintained by the 
Commission 


2. Section 200.308 of Subpart H is amended by revising 
paragraphs (a)(2) and (b)(1) to read as follows: 


§200.308 Appeal of initial adverse agency deter- 
mination as to access or as to amendment or correction. 


(2) The application shall be delivered to the Securities 
and Exchange Commission, Privacy Act Officer, Room 
6335, 1100 L Street, N.W., Washington, D.C. or mailed 
to the Privacy Act Officer, Securities and Exchange 
Commission, Washington, D.C. 20549. 


(b) x *& & 


(1) Such statement of disagreement shall be delivered 
to the Securities and Exchange Commission, Privacy 
Act Officer, Room 6335, 1100 L Street, N.W., 
Washington, D.C. or mailed to the Privacy Act Officer, 
Securities and Exchange Commission, Washington, 
D.C. 20549, within 30 days after receipt by the 
individual of the Commission’s order denying the 
amendment or correction. For good cause shown this 
period can be extended for a reasonable time. 


3. Section 200.309 of Subpart H is amended by revising 
the Second sentence of paragraph (e)(2) to read as 
follows: 


§200.309 General provisions. 


(2) * * * Any staff member who receives a written 
request for information, access or amendment should 
promptly forward the request to the Privacy Act 
Officer. Misdirected requests for records will be 
considered to have been received by the Commission 
only when they have been actually received by the 
Privacy Act Officer in cases under §200.308(a)(2). The 
Commission will not entertain any appeal from an 
alleged denial or failure to comply with a misdirected 
request unless it is clearly shown that the request was 
in fact received by the Privacy Act Officer. 


4. Section 200.310 of Subpart H is amended by revising 
the fourth and fifth sentences to read as follows: 


§200.310 Fees 


* * * Records will be copied onto 8-1/2 x 14 inch 
pages at a cost of 10 cents per page. Copying machines 
are provided in the public reference room in the 
Commission’s Washington, D.C., New York, Los 
Angeles and Chicago Offices, where the individual may 
make copies at a cost of 10 cents per page. 


George A. Fitzsimmons 
Secretary 


August 1, 1977 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13810/July 29, 1977 


In the Matter of 


THE DEPOSITORY TRUST COMPANY 
55 Water Street 
New York, New York 10041 


(SR-DTC-77-4) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE DEPOSITORY TRUST COMPANY RELATING 
TO CORRECTION OF ERRONEOUS INPUT 


On April 21, 1977, the Depository Trust Company 
(‘‘DTC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), 
Amendment No. 1' to a proposed rule change which 
would establish, and set fees for, a service in which 
DTC employees will correct evident errors or omissions 
in input submitted by participants. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal Register (42 FR 24781, 
May 16, 1977), and the public was invited to comment 
thereon. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act 
Release No. 34-13509, May 5, 1977. No letters of 
comment were received. 


In addition, by letter dated July 21, 1977, which has 
been incorporated in the proposed rule change and 
included in the public file, DTC amended the 
requirements for participant authorization of the 
correction service. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-DTC-77-4 be, and hereby is, 
approved. 





1 Sr-DTC-77-4 was originally filed on March 28, 1977. 
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For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13811/August 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 
File No. SR-Amex-77-17 


The American Stock Exchange, Inc. submitted on July 
27, 1977 a proposed rule change under Rule 19b-4 to 
provide a procedure whereby a listed company may 
obtain review of Exchange Determinations to halt or 
suspend trading in its securities. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 1, 
1977. In order to: assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-Amex-77-17. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13812/ August 1, 1977 


Admin. Proc. File No. 3-5106 











In the Matter of 


ROGER H. QUAST 
1735 Forest Glen Drive 
Coraopolis, Pennsylvania 15108 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings' under the 
Securities Exchange Act of 1934, as amended, 
(‘Exchange Act’’), Roger H. Quast (Quast) has 
submitted an Offer of Settlement, without admitting or 
denying the allegations in the Order for Proceedings 
(‘‘Order’’), which the Commission has determined to 
accept. 


On the basis of the Order and the Offer of Settlement, it 
is found that: 


1. Quast willfully violated and willfully aided and 
abetted violations of Sections 5(a), 5(c), and 17(a) of the 
Securities Act of 1933, as amended, and Section 10(b) 
of the Exchange Act, as amended, and Rule 10b-5 
thereunder, in the offer and sale of shares of the 
common stock of Royal Airline, Inc., as alleged in the 
Order. 


2. The United States District Court for the Southern 
District of California on June 30, 1975 entered a final 


judgment following a trial on the merits enjoining 
Quast from further violating Sections 5(a), 5(c) and 
17(a) of the Securities Act of 1933, as amended, and 
Section 10(b) of the Exchange Act, as amended, and 
Rule 10b-5 thereunder, as alleged in the Complaint. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the Offer of 
Settlement. 


Accordingly, IT IS ORDERED: 


That Quast is suspended from association with any 
broker or dealer for a period of one year. 


This Order is to take effect at the opening of business 
on the second Monday after the date of this Order. 


For the Commission, by the Office of the Secretary, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13813/August 1, 1977 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 62/August 1, 1977 


Administrative Proceeding File No. 3-5167 
In the Matter of 

R.L. WHITNEY SECURITIES, INC. 

(BD 8-16896) 

PETER E. GUARDINO, JR. 

et al. 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


These are broker-dealer proceedings under the 
Securities Exchange Act of 1934 (‘‘Exchange Act’’),' 
with respect to, among others, Respondents R.L. 
Whitney Securities, Inc. (‘‘Registrant’’), a broker- 
dealer registered pursuant to Section 15(b) of the 
Exchange Act, and Peter E. Guardino, Jr. 
(‘‘Guardino’’), a vice-president of Registrant. On 
February 6, 1975, the United States District Court for 
the Southern District of New York appointed a trustee 
to liquidate Registrant’s business, pursuant to Section 
5(b)(3) of the Securities Investor Protection Act of 1970 
(‘‘SIPA’’).2 


Without admitting or denying the allegations contained 
in the order for proceedings instituting these 
proceedings (‘‘order’’), the trustee, pursuant to 
Bankruptcy Court authorization, has waived any 
objections to which he may be entitled to: (1) findings of 
violations by Registrant of the securities laws as alleged 
in the order; and (2) the entry of an order revoking 
Registrant’s broker-dealer registration. 


Additionally, Respondent Guardino has submitted an 
offer of settlement, without admitting or denying the 
allegations in the order, which the Commission has 
determined to accept. 


On the basis of the order, the trustee’s consent, and 
Guardino’s offer of settlement, if is found that:? (1) 
Registrant willfully violated Section 17(a) of the 








‘In the Matter of Contemporary Securities, Inc., et al., 
instituted September 29, 1976. The findings and sanc- 
tion imposed herein are not binding upon any other 
respondents. 


‘In the Matter of R.L. Whitney Securities, Inc., et al., 
instituted on February 2, 1977. 


2SEC v. R.L. Whitney Securities, Inc., 75 Civ. 600 (MEL) 
(S.D.N.Y. 1975). 


3The findings herein are not binding on any other re- 
spondent in these proceedings. 
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Securities Act of 1933 and Sections 10(b), 15(c)(3), and 


17(a)(1) of the Exchange Act and Rules 10b-5, 15c3-1, 
and 17a-3 thereunder, as alleged in the order; (2) upon 
Registrant’s consent, on February 6, 1975 the United 
States District Court for the Southern District of New 
York issued a final judgment of permanent injunction 
enjoining Registrant from further violations of Section 
15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder, as alleged in the order; (3) Guardino was 
an officer of Registrant on the date that a trustee was 
appointed to liquidate the business of Registrant 
pursuant to SIPA, al alleged in the order; and (4) 
within the past ten years, Guardino was convicted in 
federal district court of a felony, al alleged in the order. 


In view of the foregoing it is in the public interest to (1) 
revoke Registrant’s broker-dealer registration, and (2) 
impose the sanction specified in Guardino’s offer of 
settlement. 


Accordingly, IT 1S ORDERED that, effective at the 
opening of business on the second Monday after the 
date of this Order: 


A. the broker-dealer registration of R.L. Whitney 
Securities, Inc. be, and it hereby is, revoked, except 
that R.L. Whitney Securities, Inc. shall continue to be 
deemed a registered broker and dealer for the limited 
purpose of permitting the trustee appointed pursuant to 
SIPA, and any successor to him, to engage in those 
activities of the trustee necessary and appropriate for 
the continuing liquidation of R.L. Whitney Securities, 
Inc.; and 


B. (1) Peter E. Guardino, Jr., be, and he hereby is, 
barred from being associated in a supervisory or 


proprietary capacity with any broker, dealer, 
investment company, investment adviser, or municipal 
securities dealer, provided that, after a period of five 
years from the effective date of this Order, Guardino 
may apply to the Commission to betome associated in a 
supervisory or proprietary capacity with any broker, 
dealer, investment company, investment adviser, or 
municipal securities dealer; 


(2) with respect to any broker, dealer, investment 
company, investment adviser, or municipal securities 
dealer with which Guardino is associated on the 
effective date of this Order, Guardino shall provide an 
affidavit from his employer affirming that Guardino has 
assumed a non-supervisory and non-proprietary 
position in which he is being properly supervised; and 


(3) with respect to any broker, dealer, investment 
company, investment adviser, or municipal securities 
dealer with which Guardino becomes associated during 
the five-year period commencing on the effective date 
of this Order, Guardino shall submit: (a) an affidavit 
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affirming that he has complied with the terms of the bar 
and any modifications thereof imposed by the 
Commission; and (b) an affidavit from his employer 
affirming that Guardino is assuming a non-supervisory 
and non-proprietary position in which he will be 
properly supervised. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13814/ August 1, 1977 


The Securities and Exchange Commission announced 
today that it instituted public administrative 
proceedings pursuant to Section 15(b) of the Securities 
Exchange Act of 1934 to determine what, if any, 
remedial action should be taken in the public interest 
against Barry N. Hanish (‘‘Hanish’’) of Panorama City, 
California, and H. George Pollack (‘‘Pollack’’) of Los 
Angeles, California. The proceedings are based on staff 
allegations that Hanish and Pollack willfully violated 
and willfully aided and abetted violations of Section 
10(b) of the Securities Exchange Act of 1934 and Rule 
10-b thereunder in connection with the distribution and 
sale of common stock of Unitax, Inc. (‘‘Unitax’’) during 
the period from May 1973 to June 1974. 


It is alleged that during this period Hanish and Pollack, 
while registered representatives employed by Fairman 
& Co., Inc. (‘‘Fairman’’), operated a ‘‘boiler-room’’ 
sales campaign in Unitax common stock, and, in 
furtherance thereof: employed an intensive and 
coersive telephone and direct mail solicitation 
campaign; made material misrepresentations concern- 
ing the nature and size of Unitax’s business and future 
prospects, the future market price of Unitax common 
stock, prospects for listing on a national securities 
exchange and on NASDAQ and inferred that they were 
in possession of material, non-public inside informa- 
tion about Unitax; coerced customers to buy more 
Unitax stock despite customers’ demands and orders 
to sell Unitax; and mailed post cards on a weekly basis 
to customers and potential customers which pur- 
portedly showed the market price for Unitax when in 
fact, undisclosed to these customers and potential 
customers, no bona fide independent market for Unitax 
existed other than the one created, dominated and 
controlled by Hanish and Pollack. 


It is also alleged that, utilizing at least five nominee 
brokerage accounts maintained at Fairman, Blyth, 
Eastman Dillon & Co. and Snodgrass & Co. in the 





names of Wall Street Management Corp. Pension and 
Profit Sharing Plan, Jonathan Enterprises Pension and 
Profit Sharing Plan, Gail Margolis, Norman Fink, and 
Vance Norman, Hanish and Pollack executed sell 
orders on behalf of themselves to Fairman of an 
aggregate of at least 89,671 shares of Unitax, which 
shares were acquired by Hanish and Pollack utilizing 
their nominees at prices substantially less than the 
price at which Hanish and Pollack were recommending 
the purchase to customers and potential customers 
resulting in a net profit to themselves of at least 
$400,00; and in connection therewith failed to disclose 
these fraudulent activities to customers who 
purchased Unitax from them. 


It is further alleged that during the period from July 1, 
1973 through May 19, 1974, Hanish and Pollack 
maintained, dominated, controlled and manipulated 
the market for Unitax stock and effected transactions 
intended to artificially influence the market price for 
Unitax stock, and that Hanish and Pollack caused 
Fairman to publish bids for and purchase Unitax stock 
for its 6wn account at successively higher prices for the 
purpose of creating an apparent market and raising the 
price of Unitax stock while causing other broker-dealers 
to enter both bid and ask quotations for Unitax stock in 
the ‘‘pink sheets’’ published by National Quotation 
Bureau, Inc. 


A hearing will be scheduled by further Order to take 
evidence on the staff allegations and to afford the 
respondents an opportunity to offer any defense thereto 
for the purpose of determining whether the allegations 
are true, and, ifso, what, if any, action of a remedial 
nature should be ordered. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13815/ August 1, 1977 


Administrative Proceeding 
File No. 3-5226 


In the Matter of 


CAPITAL PLANNING SECURITIES COMPANY, INC. 
(File No. 8-16856) 

12 Mitchell Boulevard 

San Rafael, CA 94903 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


‘Accordingly, IT 


In these proceedings' pursuant to the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’), Respondent 
Capital Planning Securities Company, Inc. (‘‘Capital 
Securities’’) has failed to file an answer to the Order for 
Proceedings in the time prescribed by the Commis- 
sion’s Rules of Practice. It having failed to answer the 
Order for Proceedings, the Commission, pursuant to 
Rule 7 of its Rule of Practice, deems Capital Securities 
in default and deems the allegations in the Order for 
Proceedings to be true. 


On the basis of the Order for Proceedings it is found 
that Capital Securities willfully violated and willfully 
aided and abetted violations of Sections 5(a), 5(c) and 
17(a) of the Securities Act of 1933 and Section 10(b) of 
the Exchange Act and Rule 10b-5 [17 C.F.R. 240.10b-5] 
thereunder? 


1S ORDERED that effective 
immediately the registration of Capital Planning 
Securities Company, Inc. as a securities broker-dealer 
is hereby revoked. 


For the Commission, by its Secretary, purusant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT 
Release No. 13816/ August 1, 1977 


Administrative Proceeding File No. 3-5266 
In the Matter of 


BARRY N. HANISH 
H. GEORGE POLLACK 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934, Barry N. Hanish (Hanish) and 





1in the Matter of Delger Corporation, et al., instituted 
on May 31, 1977. 


2These findings are not binding on any other respon- 
dent herein. 
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H. George Pollack (Pollack) have submitted an Offer of 
Settlement without admitting or denying the 
allegations set forth in the Order for Public Proceedings 
and Notice of Hearing Pursuant to Section 15(b) of the 
Securities Exchange Act of 1934 (Order for 
Proceedings). The Commission has determined to 
accept their Offer of Settlement. 


On the basis of the Order for Proceedings and the Offer 
of Settlement, it is found that Hanish and Pollack 
willfully violated and willfully aided and abetted 
violations of Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder; and that it is in 
the public interest to impose the sanctions specified in 
the Offer of Settlement. 


ACCORDINGLY, IT IS ORDERED effective this date: 


A. Hanish and Pollack are barred from association with 
a broker, dealer or investment adviser. 


B. Pursuant to a plan submitted to the Commission’s 
Los Angeles Regional Office simultaneously with their 
Offer of Settlement on June 27, 1977, Hanish and 
Pollack are to establish a trust fund in the amount of 
$150,000 from which restitution will be paid to members 
of the investing public who were sold shares of the 
common stock of Unitax Incorporated during the period 
from July 1, 1973 through June 1974 pursuant to an 
illegal scheme of Hanish and Pollack. The trust funds 
are to be deposited in an interest-bearing account, and 
the costs of administering the restitution plan are to be 
paid from the interest yield on that account; provided, 
however, that any costs of administering the restitution 
plan in excess of the interest yield are to be borne by 
Hanish and Pollack. In applying for restitution pursuant 
to this plan, claimants will not be waiving any rights to 
otherwise pursue any legal remedies. 


IV 
By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13817/August 1, 1977 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
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Exchange Act of 1934 (‘‘Exchange Act’’) involving 
Fallon, Crosby & Elkin, Inc. (‘‘Fallon Co.’’), a 
broker-dealer, Francis Stewart Fallon, Jr. (‘‘Fallon’’), 
and Benjamin Edward Crosby (‘‘Crosby’’), all of 
Tampa, Florida. 


The proceedings are based upon allegations of the 
Commission’s staff that during the period February, 
1976 to March, 1977, Fallon Co. willfully violated, and 
Crosby willfully aided and abetted violations of the 
broker-dealer registration, bookkeeping and financial 
reporting provisions of the Exchange Act, and that 
Fallon willfully aided and abetted violations of the 
broker-dealer registration provisions of the Exchange 
Act as an undisclosed associated person. Further, the 
proceedings are based upon allegations of the 
Commission’s staff that Fallon was permanently 
enjoined by the United States District Court for the 
Southern District of Texas— Houston Division, on April 
12, 1977 from engaging in acts and practices arising out 
of the sale of securities which constituted violations of 
the registration and anti-fraud provisions of the federal 
securities laws. 


A hearing will be scheduled by further order to take 
evidence on the staff’s allegations and to offer the 
respondents an opportunity to offer any defenses 
thereto, for the purpose of determining whether the 
allegations are true and, if so, whether any action of a 
remedial nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13818/ August 1, 1977 


An order has been issued granting the application of 
the Philadelphia Stock Exchange, Inc. for unlisting 
trading privileges in the common stock, $1.50 par 
value, of Falcon Seaboard, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13819/ August 1, 1977 


SEE 


SECURITIES ACT OF 1933 
Rel. No. 5847/August 1, 1977 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13820/ August 1, 1977 


in the Matter of 


THE OPTIONS CLEARING CORPORATION 
5950 Sears Tower 
Chicago, Illinois 60606 


(File No. SR-OCC-77-6) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE OPTIONS CLEARING CORPORATION TO 
DELETE FROM ITS BY-LAWS CERTAIN OBSOLETE 
PROVISIONS 


On May 26, 1977, The Options Clearing Corporation 
(‘‘OCC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a 
proposed rule change to delete from OCC’s By-Laws 
certian obsolete provisions relating to option contracts 
expiring in 1975. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, the proposed rule change was 
published in the Federal! Register (42 F.R. 31855, June 
23, 1977), and the public was invited to submit 
comments until July 14, 1977. Notice of the filing and 
an invitation for comments also appeared in Securities 
=xchange Act Release No. 13632, June 15, 1977. No 
atters of comment were received. 


The Commission has reviewed the OCC submission and 
finds that the proposed rule change is consistent with 
the requirements of the Act and the rules and 
regulations thereunder applicable to registered 
clearing agencies, and in particular, the requirements 
of Section 17A and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, Pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-OCC-77-6 be, and hereby is, 
approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Yelease No. 13821/ August 2, 1977 


NOTICE OF FILING OF AMENDMENT TO 
PROPOSED RULE CHANGE BY NEW YORK STOCK 
EXCHANGE 

File No. SR-NYSE-76-34 


The New York Stock Exchange, Inc. (the ‘‘NYSE’’) on 
July 29, 1977 submitted Amendment No. 1 to a 
proposed rule change of NYSE’s Rule 405 (the ‘‘Know 
Your Customer’’ rule) under Rule 19b-4. 


The rule establishes the duties of members, member 
organizations and other specified persons in opening 
and servicing accounts. In particular, the amendments 
relate to the execution of isolated and unsolicited 
transactions in a common purchase and sale account. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 8, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capito! Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NYSE-76-34. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A.Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13822/ August 3, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 

File No. SR-MSRB-77-8 


The Municipal Securities Rulemaking Board (the 
‘*MSRB’’) submitted on July 29, 1977, a proposed rule 
change under Rule 19b-4 to (1) levy an annual fee of 
$100 on all municipal securities brokers and municipal 
securities dealers, with credit being allowed against 
such annual fee for underwriting assessments paid; and 


SEC DOCKET/1423 





(2) provide a procedure for persons to notify the MSRB 
if they cease to be municipal securities brokers or 
municipal securities dealers. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the 
Commission may summarily abrogate such rule change 
if it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 8, 
1977.Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No.. 
SR-MSRB-77-8. 


Copies of the submission and of ail written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 


above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A.Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13823/ August 3, 1977 


Admin. Proc. File No. 3-2621 

In the Matter of 

GEORGE WASSON 

8206 Quinn Road 

Minneapolis, Minnesota 

SUSPENSION ORDER 

The Commission’s order of June 10, 1976, suspending 
George Wasson from association with any broker or 
dealer for 45 days (Gilbert F. Tuffli, Jr., Securities 
Exchange Act Release No. 12534 (June 10, 1976), 9 
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SEC Docket 839, 845) has been affirmed by the Court of 
Appeals for the eighth Circuit. Wasson v. S.E.C., No. 
76-1665 (Decided June 21, 1977). 


Accordingly, IT 1S ORDERED that the aformentioned 
45-day suspension of George Wasson from association 
with any broker or dealer become effective at the 
opening of business on August 22, 1977. 


By the Commission. 


George A.Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13824/ August 3, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 3:30 p.m. (EDT) on 
August 3, 1977 and terminating at midnight (EDT) on 
August 12, 1977 of the Securities of Wyly Corporation 
(‘‘Wyly’’) a Delaware corporation with principal 
executive offices located at 1500 UCC Tower, Dallas, 
Texas. 


The Commission ordered the suspension of trading in 
Wyley’s securities at the request of the company in 
view of the uncertainty with respect to Wyly’s Recapi- 
talization Plan. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13825/August 3, 1977 


An order has been issued granting the application of 
the Cincinnati Stock Exchange for unlisted trading 
privileges in the common stock, $0.60 par value, of 
American Express Company. 





(Withdrawal from Listing and Registration) 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13826/ August 3, 1977 


A notice has been issued giving interested persons until 
August 24 to submit the facts bearing upon an 
application by Chomerics, Inc. to withdraw its common 
stock, $.10 par value from listing and registration on the 
Boston Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13827/ August 4, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PHILADELPHIA STOCK EXCHANGE 
(SPHIEX: ). 

File No. SR-PHLX-77-8 


The Philadelphia Stock Exchange (‘‘PHLX’’) submitted 
on July 8, 1977 a proposed rule change under Rule 
19b-4 to require that member organizations identify a 
general partner or officer of such member organization 
as a senior registered options principal, who shall have 
the responsibility of supervising options accounts. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 8, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. Sr-PHLX-77-8. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13828/ August 4, 1977 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-77-19) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. AND 
ORDER APPROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘‘Act’’), as 
amended by Pub. L. No. 94-29, §16 (June 4, 1975) 
notice is hereby given that on July 27, 1977, the 
American Stock Exchange, Inc. (‘‘Amex’’) filed with 
the Commission copies of a proposed rule change to 
rescind its Rule 482, which prevents Amex members 
from entering their quotations in listed securities in 
over-the-counter quotation sheets and NASDAQ. 


Publication of notice of the proposed rule change is 
expected to be made in the Federal Register during the 
week of August 8, 1977. Interested persons are invited 
to submit written data, views and arguments 
concerning the proposed rule change. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street. Washington, D.C. 20549. Reference 
should be made to file No. SR-Amex-77-19. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges and, in 
particular, the requirements of Section 6 and the rules 
and regulations thereunder. 


Further, the Commission finds good cause for 
approving the proposed rule change prior to the 
thirtieth day after the date of publication of notice of 
filing thereof. This rule change will permit Amex 
members to make use of available facilities for 
dissemination of quotation information and thereby 
remove a burden on competition in accordance with 
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certain provisions of the Act, including Sections 6(b)(5), 
6(b)(8) and 11A(a)(1)(C). 


iT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








“PUBLIC UTILITY HOLDING COMPANY _ 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20119/July 29, 1977 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-6014) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK BY SUBSIDIARY TO HOLDING 
COMPANY 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and Appalachian Power 
Company (“Appalachian’’), an electric utility subsidiary 
company of AEP, have filed an application-declaration 
and amendments thereto with this Commission 
pursuant to Section 6(b), 7, 9(a) and 10 of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
50 promulgated thereunder regarding the following 
proposed transaction. 


Appalachian proposes to issue and sell to AEP, and 
AEP proposes to purchase from Appalachian, from 
time to time prior to January 1, 1978, a total of 
1,250,000 shares of Appalachian common stock, no 
par value, at a price of $40 per share, or a total 
consideration of $50,000,000. It is stated that 
Appalachian will apply the cash proceeds toward the 
cost of its construction program for 1977, which is 
estimated at $277,000,000, and to retire short-term 
debt. It is anticipated that AEP will obtain all, or sub- 
stantially all, of the $50,000,000 which it proposes to 
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invest in Appalachian from the net proceeds of an 
unwritten rights offering of AEP common stock which 
is the subject of a separate filing (File No. 70-6000). 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $4,500, 
including legal fees of $2,000. The State Corporation 
Commission of Virginia, the Public Service 
Commission of Tennessee, and the Public Service 
Commission of West Virginia have authorized the 
proposed transaction and no other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20045), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTLITY HOLDING COMPANY ACT OF 1935 
Release No. 20120/August 1, 1977 


In the Matter of 


GENERAL PUBLIC UTLITIES CORPORATION 
260 Cherry Hill Road 
Parsippany, New Jersey 07054 


(70-6033) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
COMMON STOCK PURSUANT TO EMPLOYEE STOCK 
OWNERSHIP PLAN AND REQUEST FOR EXEMPTION 
FROM COMPETITIVE BIDDING 





NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporation (“GPU”), a registered holding 
company, has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a) and 7 of the Act and Rule 50(a)(5) promulgated 
thereunder as applicable to the following proposed 
transaction. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


GPU proposes to issue and sell from time to time 
through December 31, 1980, up to 2,000,000 shares of 
its authorized but unissued common stock pursuant to 
a GPU system companies (“Employers”) Employee 
Stock Ownership Plan (“Plan”) and related trust agree- 
ment (“Trust”). The proceeds of the sale will be used 
by GPU for additional investment in its subsidiaries, to 
reimburse it treasury for prior investments in its sub- 
sidiairies, and/or to repay short-term indebtedness. 


The Plan provides that for each Plan for which the 
Employers elect to take the additional 1% investment 
tax credit under Section 46(a)(2)(B)(i) of the Internal 
Revenue Code (“Code”), they shall contribute to the 
Trust an amount equal to the amount of the additional 
1% investment tax credit, but only to the extent that 
the credit may actually be utilized by the Employers. If 
such contributions during the Plan year equal the full 
amount of the additional 1% investment tax credit, the 
Plan provides that for Plan years beginning on or after 
January 1, 1977, the Employers will contribute an addi- 
tional amount equal to the amount of the 1/2% 
investment tax credit under Section 46(a)(2)(B)(ii) of 
the Code, but only to the extent that such contribu- 
tions are matched, on a dollar for dollar basis, by 
employee contributions under the Plan. All such 
contributions by the Employers must be made not later 
than 30 days following the due date (including any 
extensions of time) for the filing of GPU’s consolidated 
federal income tax return. 


All permanent employees of the Employers with one 
year of service will participate in the Plan. Employee 
contributions to the Plan will be completely voluntary, 
and will not be a condition of employment or of 
participation in the allocation of shares represented by 
the initial 1% additional tax credit. 


An eligible employee will be permitted to contribute to 
the Plan any amount which he elects, up to 6% of his 
total compensation received during any Plan year. 
Such employee contributions may be made not later 
than the due date (including any extensions of time) for 
the filing of GPU’s consolidated federal income tax 
return. 


All cash contributions to the Plan will be used by the 
trustee to purchase shares of GPU common stock from 
GPU. The trustee will be required to make purchases 
with Employer contributions not later than 30 days 
following the due date (including any extensions of 
time) for the filing of GPU’s federal income tax return, 
and to make purchases with employee contributions 
forthwith. The shares of GPU common stock held by 
the trustee will participate in GPU’s dividend reinvest- 
ment plan. 


Under the Plan, GPU common stock representing the 
basic 1% additional investment tax credit will be allo- 
cated to participants in proportion to their compen- 
sation, excluding -any compensation exceeding 
$100,000. Amounts representing further 1/2% 
investment tax credit contributed by the Employers will 
be allocated in an amount equal to the contributions 
made by each participant. If, however, total employee 
contributions for a Plan year exceed the amount of the 
additional 1/2% investment tax credit available to the 
Employers for that Plan year, then allocations will be 
made in proportion to the compensation of those 
employees who have made matching contributions. 
Thus, for example, if the amount of the 1/2% invest- 
ment tax credit available to Employers during a Plan 
year is such as to match contributions by employees 
who contribute up to 3% of their compensation, but 
not above, there would be no allocation with respect to 
any employee contributions in excess of 3% of 
compensation. A participant who contributed more 
than 3% of his compensation would be permitted 
either to withdraw the shares purchased with the 
excess amount and with dividends on such shares, or 
to leave them deposited in the Plan without any 
additional matching contributions by the Employers. 
The Plan further provides that all allocations of 
Employer contributions are subject to the overall 
contribution limitations imposed by Section 415 of the 
Code. 


The right of a participant to his allocated share of GPU 
common stock purchased under the Plan will be non- 
forfeitable, but such shares may not be distributed 
prior to 84 months after their allocation, except in 
cases of termination of employment, death, or 
disability. Each participant may direct the trustee as to 
the manner in which the shares of GPU common stock 
allocated to his account are to be voted and as to the 
exercise or sale of any rights to subscribe to additional 
shares of GPU common stock. Proceeds from the sale 
of such subscription rights will be invested in addi- 
tional shares of GPU common stock for the benefit of 
the participant. 


For purposes of the Plan the fair market value of shares 
of GPU common stock purchased with cash 
contributed will be determined by the average of the 


SEC DOCKET/1427 





high and low sales prices of GPU common stock on the 
New York Stock Exchange-Composite Transactions 
listing on the date of purchase. 


Administration of the Plan will be vested in a Plan 
Administrator designated by the Employers; his duties 
will include administration and interpretation of the 
Plan, establishing and maintaining individual 
employee accounts and the making of allocations 
thereto and distributions therefrom. Under the Trust, 
the trustee will be vested with responsibility for 
investing contributions made under the Plan in shares 
of GPU common stock and will have custody of the 
assets of the Trust. 


Adoption of the Plan and Trust will be subject to 
qualification of the Plan under the Tax Reduction Act 
of 1975 and Section 401(a) of the Code. The Plan and 
Trust will also be subject to all applicable provisions of 
the. Employee Retirement Income Security Act of 1974. 


GPU requests an exemption from the competitive 
bidding requirements of Rule 50 under Rule 50(a)(5) for 
the proposed issuance and sale of common stock to 
the Plan. 


A statement of the fees and expenses to be incurred in 
connection with the proposed transaction will be filed 
by amendment. It is stated that no state commission 
and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 25, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant-declarant at the above stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 


1428/SEC DOCKET 


any notices and orders issued in this matter, including 
the date of hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTLITY HOLDING COMPANY ACT OF 1935 
Release No. 20121/August 1, 1977 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 


(70-6025) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK PURSUANT TO DIVIDEND REIN- 
VESTMENT PLAN AND GRANTING EXEMPTION 
FROM COMPETITIVE BIDDING 


New England Electric System (“NEES”), a registered 
holding company, has filed an application-declaration, 
and amendments thereto, with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 
50(a)(1), 50(a)(5) and 62 promulgated thereunder 
regarding the following proposed transaction. 


NEES proposes to issue and sell from time to time 
through August 1, 1979, up to 500,000 shares of its 
authorized but unissued common stock, par value 
$1.00, pursuant to a Dividend Reinvestment and 
Common Share Purchase Plan (“Plan”). The proceeds 
of the sale will be used for investment in NEES’ sub- 
sidiaries, through loans to such subsidiaries, purchase 
of additional shares of their capital stocks, or capital 
contributions, for payment of NEES’ indebtedness, or 
for general purposes. 


The Plan will be administered by the First National 
Bank of Boston, or such other bank or trust company 
as NEES may from time to time designate. All holders 
of record of NEES’ common shares will be eligible to 
participate. Participants in the Plan may: (a) have cash 
dividends on their common shares automatically 
reinvested; (b) continue to receive their cash dividends 
on shares registered in their names and invest by 
making optional cash payments not more frequently 
than once a month of not less than $25 per payment not 
more than an aggregate of $3,000 per quarter; or (c) 





reinvest their cash dividends and make optional cash 
payments. The price of common shares purchased with 
invested common dividends will be 95% of the average 
of the daily averages of the high and low sale prices of 
the common shares on the New York Stock Exchange- 
Composite Transactions listing during the last five 
trading days ending with the Investment Date. The 
price of common shares purchased with optional cash 
payments will be 100% of such average. The Invest- 
ment Dates are the dividend payment dates for the 
months in which dividends are payable or, if such day 
is not a trading day, the next following trading day. For 
each month in which a dividend is not payable, the 
Investment Date shall be the first trading day of such 
month. 


A participant may change his investment option at any 
time. All costs of adminstration of the Plan will be paid 
by NEES. There will be no brokerage commissions or 
service charges to participants in connection with pur- 
chases under the Plan. A participant will be able to 
withdraw from the plan at any time upon written notice. 
Upon withdrawal the participant will be issued a 
certificate for the number of shares credited to his 
account and will receive a cash payment for the value 
of any fractional share. Participants will retain all 
voting rights relating to shares purchased under the 
Plan and credited to their accounts, and shares will be 
voted in accordance with the instructions of the 
participant to whose account they are credited. 


The plan will replace NEES’ existing Automatic 
Dividend Reinvestment Sercive (the “Old Plan”) pur- 
suant to which cash dividends and/or optional cash 
payments of participants are reinvested in NEES’ 
common stock through open market purchases. Upon 
approval of the new Plan the Old Plan will be 
terminated, and participants in the Old Plan will be 
offered the choice of: (a) selling his holdings under the 
Old Plan; (b) receiving a certificate for the number of 
shares credited to his account and a cash payment for 
the value of any fractional share; or (c) transferring his 
holdings to the new Plan. 


NEES will announce the Plan to its shareholders and 
solicit their participation. Those shareholders not 
participating in the Old Plan will receive a summary 
prospectus of the Pian, as will all persons who become 
shareholders after the initial solicitation. Those share- 
holders participating in the Old Plan will receive a 
complete prospectus upon initial solicitation. All 
shareholders who enroll in the Plan will receive a 
complete prospectus. 


NEES states that the proposed issuance and sale of 
common shares through the reinvestment of dividends 
is exempted from the competitive bidding require- 
ments of Rule 50 by virtue of Rule 50(a)(1), and 


requests an exemption under Rule 50(a)(5) for the 
proposed issuance and sale of common shares through 
the optional cash payments provision of the Plan. 


The fees and expenses to be incurred by NEES in 
connection with the proposed transaction are esti- 
mated at $240,000 including agent’s fees of $160,000, 
and certain services to be performed at cost by New 
England Power Service Company (an affiliate of 
NEES), which services are estimated at $22,000. No 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20084), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 
ARKANSAS-MISSOURI POWER COMPANY 


ASSOCIATED NATURAL GAS COMPANY 
Blytheville, Arkansas 


(70-5756) 


ORDER AUTHORIZING SHORT-TERM BORROWINGS 
FROM BANKS; EXCEPTION FROM COMPETITIVE 
BIDDING 


Associated Natural Gas Company (“Associated”), a 
wholly-owned subsidiary of Arkansas-Missouri Power 
Company (‘“Arkansas-Missouri”), a wholly-owned sub- 
sidiary of Middle South Utilities, Inc., a registered 
holding company, has filed post-effective amendments 
to an application-declaration with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50(a)(2) 
promulgated thereunder. 


Associated proposes to make unsecured short-term 
borrowings from seventeen commercial banks from 
time to time for a period of one year from the effective 
date of this post-effective amendment in an aggregate 
amount not to exceed $2,750,000 at any one time out- 
standing. To effect such borrowings Associated 
proposes to issue and sell to the First National Bank, 
Sikeston, Missouri, for the account of participating 
banks, an unsecured promissory note payable not 
more than 270 days from the date of issuance and 
which may be renewed from time to time but to mature 
not later than one year from the effective date of the 
post-effective amendment. Except as stated above, the 
terms and conditions of these borrowings, including 
the form of the note to be issued by Associated, 
applicable interest rate, and right of prepayment, will 
be the same as those set forth in the application- 
declaration as amended and the Commission’s orders 
of November 26, 1975 (HCAR No. 19264) and August 
17, 1976 (HCAR No. 19651). The net proceeds of the 
borrowings will be applied to the payment at maturity 
of Associated’s presently outstanding bank borrowings 
previously authorized by the Commission. Associated 
currently, intends to repay the proposed borrowings 
from the proceeds of permanent financing or with 
funds that might otherwise become available to 
Associated. 


It is stated that the issuance and sale of the note is 
exempted from the competitive bidding requirements 
of Rule 50 by reason of paragraph (a)(2) thereof. 
Associated states that no separate or special expenses 
are anticipated in connection with the proposed trans- 
action. It is further stated that no state commission 
and no federal commission, other than this Com- 


1430/SEC DOCKET 


mission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulated under the Act (HCAR No. 20105), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application-decla- 
ration, aS amended, be granted and permitted to 
become effective: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20124/August 3, 1977 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 


(70-6015) 


NOTICE OF PROPOSED GUARANTIES BY SUBSID- 
IARIES OF NEW COAL MINING EQUIPMENT LEASE 
OBLIGATIONS TO BE INCURRED BY SECOND-TIER 
SUBSIDIARIES 











NOTICE IS HEREBY GIVEN that Appalachian Power 


‘Company (“Appalachian”) and Ohio Power Company: 


(“Ohio”), electric utility subsidiary companies of 
American Electric Power Company, Inc., a registered 
holding company, have filed a declaration and amend- 
ments thereto with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Section 12(b) of the Act as applicable to 
the proposed transaction. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed trans- 
action. 


Appalachian and Ohio propose to enter into Guaranty 
Agreements (each of which is hereafter referred to as a 
“Guaranty” and collectively as the “Guaranties”) in 
favor of Manufactures Hanover Leasing Corporation 
(“MHLC”) under which they each would uncondition- 
ally guarantee the obligations of certain of their coal 
mining subsidiaries under leases for new mining and 
related equipment to be entered into between each of 
such coal mining subsidiaries and MHLC. The coal 
mining subsidiaries of Appalachian whose lease obli- 
gations are to be guaranteed by Appalachian are: Cedar 
Coal Company (‘‘Cedar’’) and Central Appalachian Coal 
Company (“Central Appalachian”). The coal mining 
subsidiaries of Ohio whose lease obligations are to be 
guaranteed by Ohio are: Southern Ohio Coal Company 
(“Southern Ohio”) and Windsor Power House Coal 
Company (“Windsor”). These coal mining subsidiaries 
of Appalachian and Ohio (each of which is hereafter 
referred to as a “Mining Subsidiary” and collectively as 
the “Mining Subsidiaries”) each propose to enter into 
an identical Master Lease Agreement (hereafter 
referred to as -a “Lease” and collectively as the 
“Leases”) with MHLC, under which MHLC will commit 
to lease new mining and other equipment to the Mining 
Subsidiaries having an aggregate cost to MHLC not 
exceeding $6,500,000 in 1977 and $6,500,000 in 1978. 
At the option of the Mining Subsidiaries, prior to 
December 1, 1977 MHLC will commit to lease equip- 
ment costing an additional $7,000,000 in 1978 on the 
same terms, provided that MHLC is able to utilize the 
Federal investment tax credit with respect to the addi- 
tional amount. 


The proposed form of Lease between MHLC and each 
of the Mining Subsidiaries provides that the equipment 
shall be leased for an initial term of 5, 6, 7, 8, 10 or 12 
years, depending on the type of equipment, but with 
certain restrictions as to the cost of MHLC of, and the 
initial lease terms for, certain types of equipment. Rent 
will be payable quarterly in arrears. 


Tabulated below, for each initial term, are the stated 
quarterly payments per $1,000 of cost, and resulting 
effective annual interest cost: 


Quarterly Payment 
Initial Term [per $1,000 of cost] 


Effective Annual 
Interest Cost 


5 years 
6 years 
7 years 
8 years 
10 years 
12 years 


$54.96 
47.60 
40.80 
36.73 
31.63 
28.15 


4.37% 
4.37 
3.77 
4.04 
4.80 
5.21 


It is stated that such effective annual interest cost 
represents the rate of return to the lessor of an invest- 
ment of $1,000 repaid in quarterly amounts, over the 
periods indicated above. 


It is further stated that: (1) the lessee will have the 
option to renew the lease as to any or all equipment, 
(a) under lease terms of 5 to 10 years, for two 1-year 
terms or one 2-year term, and (b) under a lease term of 
12 years for four 1-year terms, two 2-year terms or one 
4-year term, at a rent equal to the then fair market 
rental value; (2) the lessee will have the option to 
purchase any or all of the equipment at the end of the 
initial term or any renewal term for a price equal to its 
then fair market value; (3) the lessee will have the right 
to assign the lease or sublease the equipment to any 
affiliate without prior approval of MHLC, and the 
option to assign the lease or sublease the equipment to 
non-affiliates with the prior approval of MHLC, but in 
case of any assignment the lessee will not be released 
under the lease; (4) the lessee will have the option to 
terminate the lease as to any or all of the equipment 
because of economic obsolescense of the equipment 
for the lessee’s needs, by selling such equipment to a 
buyer other than itself or its affiliates and paying 
MHLC the higher of the sale price or the then stipulated 
loss value at any time after (a) the 3rd year of a 5-year 
term, (b) the 4th year of a 6-year term, (c) the 5th year 
of a7 or 8-year term, and (d) the 7th year of a 10-year or 
12-year term; and (5) the Lease will be a net lease under 
which the lessee is responsible for all expenses; the 
Federal investment tax credit will be for the account of 
MHLC. 


It is stated that MHLC has received a commitment fee 
equal to 1/2 of 1% of the 1978 lease line of $6,500,000 
($32,500) and, in addition, will be entitled to a fee of 
1/2 of 1% of the unused portion of the 1977 and 1978 
lease lines (including the additional $7,000,000 if made 
available by MHLC and accepted by the Mining Sub- 
sidiaries), payable on January 4, 1978 and January 4, 
1979, respectively. 


It is further stated that the currently anticipated 
lessor’s cost of equipment to be leased by each mining 
subsidiary under the lease lines for which MHLC has 
given a firm committment is as follows: 
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1977 


Cedar 

Central Appalachian 
Southern Ohio 
Windsor 


$3,000 
300 
2,850 
350 


Declarants will report quarterly, pursuant to Rule 24, 
the equipment that has been leased. It is not contem- 
plated that any of the leased equipment will be used by 
affiliates or non-affiliates of the Mining Subsidiaries. 
Any such uses which may develop will be subject to 
further order of this Commission. 


Each Guaranty provides that the guarantor, 
Appalachian or Ohio as the case may be, uncondi- 
tionally and irrevocably guarantees the payment of all 
amounts of any kind payable by its Mining Subsidiary, 
and the due and punctual performance by its Mining 
Subsidiary of the terms, conditions, covenants, agree- 
ments and indemnities of its Mining Subsidiary, under 
the terms of the respective Mining Subsidiary’s Lease. 
The Guaranties do not contain any cross-default pro- 
visions and neither Appalachian nor Ohio will be liable 
under the Guaranties with respect to the Lease obli- 
gations of the other’s Mining Subsidiaries. 


Appalaichian and Ohio state that it is in their best 
interest to guarantee the obligations of their respective 
Mining Subsidiaries under the Leases, because the 
Mining Subsidiaries supply coal primarily to their 
respective parents for use at their coal-fired generating 
stations and the new mining equipment to be obtained 
under the Leases will, therefore, directly continue to 
the maintenance and improvement of Appalachian’s 
and Ohio’s fuel supply operations. It is believed that 
the proposed Leases between the Mining Subsidiairies 
and MHLC represent the least expensive of the various 
available methods of financing the acquisition of the 
new equipment, and that MHLC would not enter into 
lease arrangements with the Mining subsidiaries 
without the guaranties of their respective parents. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$40,000, including commitment fees to be paid MHLC 
for the 1978 lease line of $32,500. Not included in this 
estimate are additional fees equal to 1/2 of 1% of the 
unused portion, if any, of the 1977 and 1978 lease 
lines. It is stated that the State Corporation Com- 
mission of Virginia and the Public Service Commission 
of West Virginia have jurisdiction over the proposed 
transaction as to Appalalchian, and that no other state 
commission and no federal commission, other than 
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this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 29, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarants at the above stated addresses, and proof 
of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the declaration, as amended or as 
it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20125/August 3, 1977 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


KENTUCKY POWER COMPANY 
Roanoke, Virginia 


KINGSPORT POWER COMPANY 
Roanoke, Virginia 


MICHIGAN POWER COMPANY 
Three Rivers, Michigan 





OHIO POWER COMPANY 
‘anton, Ohio 


WHEELING ELECTRIC COMPANY 
Wheeling, West Virginia 


(70-5993) 


SUPPLEMENTAL ORDER REGARDING ACQUISITION 
OF EVIDENCES OF INDEBTEDNESS FROM RESIDEN- 
TIAL GAS UTILITY CUSTOMERS PURSUANT TO A 
RESIDENTIAL INSULATION FINANCING PROGRAM 


The above-named electric utility subsidiary companies 
of American Electric Power Company, Inc., a 
registered holding company, (collectively “the Appli- 
cants”), have filed with this Commission a first post- 
effective amendment to their application previously 
filed in this proceeding pursuant to Sections 9(a)(1) 
and 10 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 40 promulgated thereunder 
regarding the following proposed transaction. 


By order dated May 27, 1977 (HCAR No. 20052), this 
Commission, among other things, authorized the 
seven applicants to acquire evidences of indebtedness 
from their respective residential electric utility 
customers pursuant to a Residential Insulation 
Financing Program (“Program”). Loans of up to $750 
er customer were authorized, with the maximum 
amount of loans outstanding at any one time from all 
the Applicants limited to $7,500,000. The maximum 
amount authorized for Michigan Power Company 
(“Michigan”) was $100,000. 


By their first post-effective amendment, applicants 
propose to extend the Program to Michigan’s 52,000 
residential gas customers. It is stated that the inclu- 
sion of these gas customers will increase Michigan’s 
need to $250,000, which in turn, will require the 
maximum aggregate amount of loans outstanding at 
any one time from all the Applicants to be increased to 
$7,650,000. 


No additional fees and expenses are to be incurred in 
connection with the proposed transaction. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
acquisition of customer’s notes, except that several 
state commissions will, in the exercise of their general 
regulatory authority, pass upon and approve the 
general provisions of the Program. 


Due notice of the filing of said post-effective amend- 
ment to the application has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 20108), and no hearing has been requested 
\f or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applic- 


able standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application, as amended by said post-effective amend- 
ment, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendment, be, and 
it hereby is, granted effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20126/August 4, 1977 


In the Matter of 


GULF POWER COMPANY 
75 North Pace Boulevard 

P.O. Box 1151 

Pensacola, Florida 32520 


(70-6035) 


NOTICE OF PROPOSED ACQUISITION OF UTILITY 
ASSETS BY OPERATING SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Gulf Power Company 
(“Gulf”), a wholly-owned subsidiary of The Southern 
Company (“Southern”), a registered holding company, 
has filed an application-declaration with this Commis- 
sion pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”) designating Sections 9(a)(1) and 10 
of the Act as applicable to the following proposed 
transaction. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


Gulf proposes to purchase from Florida Power 
Corporation (“Florida”), a corporation organized and 
existing under the laws of the State of Florida, a 
portion of a certain 115KV transmission line located in 
Bay County, Florida. The affected portion of the trans- 
mission line, a facility for local distribution of electric 
power, is located beyond the point of interconnection 
of the Gulf and Florida systems and is approximately 
2.1 miles long. It is stated that Gulf if to pay a cash 
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purchase price of $146,090 for such portion of the 
transmission line. The depreciated value of said 
property is stated to be $229,614. 


It is further stated that said purchase will provide Gulf 
with access to a substation built and owned by Gulf 
which is presently connected by tap line to the trans- 
mission line. Gulf expects to maintain and operate said 
transmission line in essentially the same manner and 
for essentially the same purposes as _ theretofore 
maintained and operated by Florida. 


It is stated that no State commission or Federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed acquisition. The fees and expenses 
to be paid or incurred, directly or indirectly, in 
connection with the proposed transaction are 
estimated to be $3,000. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 29, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Sec- 
retary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may 
be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take 
such other action as it may deém appropriate. Persons 
who request a hearing or advice as to whether a hearing 
is ordered will receive any notices or orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY A\CT OF 1935 
Release No. 20127/August 4, 1977 


In the Matter of 
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GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30303 


(70-6034) 


NOTICE OF PROPOSED ACQUISITION OF UTILITY 
ASSETS BY OPERATING SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Georgia Power 
Company (‘‘Goergia”), a wholly-owned subsidiary of 
The Southern Company (“Southern”), a registered 
holding company, has filed an application-declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”) designating 
Sections 9(a)(1) and 10 of the Act as applicable to the 
following proposed transaction. All interested persons 
are referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Georgia proposes to purchase from Savannah Electric 
and Power Company (“Savannah”), a corporation 
organized and existing under the laws of the State of 
Georgia, a certain 115KV transmission line located in 
Bryan County, Georgia. The transmission line is 
appoximately 14 miles long and interconnects the 
systems of Georgia and Savannah. The purchase price 
is stated to be $334,598.77 in cash and said price is 
stated to represent that trended original cost less 
depreciation of the depreciable portion of such 
property and the current replacement cost of the land 
and other non-depreciable portion of such property. 


Georgia states that the proposed purchase will change 
the point of division of ownership of the line between 
Georgia and Savannah. Georgia further states that it 
believes that the line can be best maintained and 
operated by changing such point and that it expects to 
maintain and operate the transmission line in 
essentially the same manner and for essentially the 
same purposes as theretofore maintained and operated 
by Savannah. 


It is stated that no State commission or Federal 
commission, other than this Commission, has juris- 
diction over the proposed acquisition. The fees and 
expenses to be paid or incurred, directly or indirectly, 
in connection with the proposed transaction are 
estimated to be $6,500. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 29, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Sec- 
retary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 





should be served personally of by mail (air mail if the 
person being served is located more than 500 miles 


“ from the point of mailing) upon the applicant-declarant 


at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may 
be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, of the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTLITY HOLDING COMPANY ACT OF 1935 
Release No. 20128/August 4, 1977 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


(70-6036) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
PREFERRED STOCK AND FIRST MORTGAGE BONDS 
AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Alabama Power 
Company (“Alabama”), a public-utility subsidiary 
company of The Southern Company, a registered 
holding company, has filed an application with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) designating Section 6(b) 
of the Act and Rule 50 promulgated. thereunder as 
applicable to the following proposed transactions. All 
interested persons are referred to the application, 
which is summarized below, for a complete statement 
of the proposed transactions. 


Alabama proposes to issue up to 500,000 shares of its 
Preferred Stock, with a par value of $100 per share (the 
“new Preferred Stock”), and to sell such securities at 
competitive bidding for the best price obtainable but 
for a price to Alabama of not less than $100 per share 
nor more than $101.75 per share, which shall also be 
the public offering price of such shares. In addition, 


Alabama proposes to pay to the purchasers of the new 
Preferred Stock compensation for the purchase or 
underwriting of the shares. 


The terms of the new Preferred Stock will be 
established by resolution of the board of directors of 
Alabama. Although no such determination has yet 
been made, Alabama may, if it deems it desirable to 
do so, make provision for a cumulative sinking fund for 
the benefit of the new Preferred Stock which would 
retire not more than 5% annually of the number of 
shares initially issued, commencing five years after the 
sale, with the noncumulative option on any sinking 
fund date, commencing five years or later after the 
sale, of redeeming an additional like number of shares. 


Alabama proposes to issue up to $200,000,000 
principal amount of its First Mortgage Bonds of one or 
more series having aterm or terms of not less than five 
years nor more than 30 years (the “new Bonds”) and to 
sell such bonds at competitive bidding for the best 
price or prices obtainable but for a price or prices to 
Alabama of not less than 98% nor more than 101-3/4% 
of the principal amount thereof, plus accrued interest. 
Alabama may request by amendment hereto that such 
sale be excepted from the competitive bidding require- 
ments of Rule 50 should circumstances develop which, 
in the opinion of Alabama’s management, make such 
exception in the best interest of Alabama and its 
investors and consumers. 


The new Bonds will be issued under the Indenture 
dated as of January 1, 1942, between Alabama and 
Chemical Bank, as Trustee, as heretofore supple- 
mented by various indentures supplemental thereto 
and as to be further supplemented by one or more 
Supplemental Indentures to be dated as of October 1, 
1977. 


Alabama states that it is difficult to determine, under 
present bond market conditions, whether it would be 
more advantageous to Alabama to sell new Bonds 
having a 30-year or some shorter term. Alabama states 
that it is in the public interest that Alabama be afforded 
the necessary flexibility to adjust its financing program 
to developments in the markets for long-term debt 
securities when and as they occur in order to obtain the 
best possible price, interest rate and term for its new 
Bonds. Alabama proposes, therefore, that Alabama 
decide whether to issue the new bonds in one or more 
series and to specify the term of the new Bonds in the 
registration statement or statements to be filed in 
respect thereto or in an amendment to such 
registration statement or statements. 


Alabama states that if in the case of a single series the 
term of the new Bonds has not been determined prior 
to the date of public invitation for proposals, Alabama 
will notify prospective bidders by telephone, confirmed 
in writing, of its decision, not less than 72 hours prior 


SEC DOCKET/1435 





to the time of the bidding. 


Alabama proposes to use the proceeds from the sale of 
the new Preferred Stock and the new Bonds, along with 
(1) funds received in July, 1977 from the sale of 
$100,000,000 principal amount of First Mortgage 
Bonds, 8-3/4% Series due July 1, 2007, (2) $39,417,000 
of funds from tax-exempt bond issues of public 
authorities for financing certain of Alabama’s pollution 
control facilities, (3) $95,000,000 of additional equity 
funds from The Southern Company and (4) $23,470,000 
from the net change in notes payable, from other 
financings of types and in amounts to be determined 
and from usual internal sources, to finance its 1977 
construction costs, estimated to be $497,147,000, to 
pay a portion of notes payable for such purpose and to 
retire $10,740,000 principal amount of first mortgage 
bonds. 


The fees and expenses to be incurred in connection 
with this transaction are to be filed by amendment. It is 
stated that the issuance and sale of the new Bonds 
have been expressly authorized by the Alabama Public 
Service Commission which has jurisdiction over the 
issuance of securities by public utility companies 
operating in Alabama. It is further stated that no other 
State or Federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IF FURTHER GIVEN that any interested 
person may, not later than August 29, 1977, request in 
writing that a hearing be held on such matter,.stating 
the nature of his interest, the reasons for such request, 
and the issues of fact of law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air mail 
if the person being served is located more than 500 
miles form the point of mailing) upon the applicant at 
the above-stated address; and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application as filed or as it may be amended, 
may be granted as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


1436/SEC DOCKET 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 


TRUST INDENDTURE ACT OF 1939 
Release No. 477/August 1, 1977 


SEE 





SECURITIES ACT OF 1933 
Release No. 5847/August 1, 1977 





TRUST INDENTURE ACT OF 1939 
Release No. 478/August 4, 1977 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act (“Act”) on 
Application of American Airlines, Inc. (“American”) 
that the trusteeship of Bankers Trust Company of New 
York under certain indentures of American is not so 
likely to involve a material conflict of interest as to 
make it necessary to disqualify Bankers Trust 
Company from acting as trustee. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9873/July 29, 1977 


In the Matter of 


THE PRUDENTIAL 
AMERICA 
Prudential Plaza 
Newark, New Jersey 07101 


INSURANCE COMPANY OF 


and 


PRUDENTIAL’S ANNUITY PLAN ACCOUNT—2 
The Prudential Insurance Company of America 
Central Atlantic Home Office 

Welsh Road (Rte 63) at the Pennsylvania Turnpike 
Dresher, Pennsylvania 19025 


(812-4145) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR ORDER OF EXEMPTION 
FROM SECTION 27(a)(3) 


NOTICE IS HEREBY GIVEN that Prudential’s Annuity 
Plan Account-2 (‘‘APA-2’’), a separate account of the 
Prudential Insurance Company of America (‘‘Pruden- 
tial’’) registered under the Investment Company Act of 
1940 (‘‘Act’’) as a unit investment trust, and 





Prudential, a New Jersey mutual life insurance 
4 company that serves as depositor and underwriter for 
» APA-2 (hereinafter collectively referred to as 
 ‘*Applicants’’) filed an application on June 8, 1977, and 
an amendment thereto on July 26, 1977, pursuant to 
Section 6(c) of the Act for an order granting exemptions 
from Section 27(a)(3) of the Act. All interested persons 
are referred to the application on file with the 


Commission for a statement of the representations 


contained therein, which are summarized below. 


Applicants state that among the variable annuity 
contracts offered by Prudential are Flexible Purchase 
Payment Contracts and Single Purchase Payment 
Contracts (‘‘Contracts’’) that participate in APA-2 and 
are offered for use in connection with pension, 
profit-sharing and annuity purchase plans, including 
Individual Retirement Annuities, intended to qualify 
for special federal income tax treatment under the 
Internal Revenue Code of 1954, as amended. Values 
and payments under the Contracts will vary in 
accordance with the investment results of APA-2, the 
assets of which consist of voting shares of Prudential’s 
Gibraltar Fund (‘‘Fund’’), which is registered as an 
open-end management investment company under the 
Act. 


Under the Flexible Purchase Payment Contracts each 
purchase payment made by or on behalf of the 
_ contractholder during any single contract year is 
y subject to a sales charge equal to the amount of such 


purchase payment, less any applicable taxes, 
multiplied by the applicable percentage shown below: 


Total amount of purchase 
payment(s) received 
during the contract year 


Percentage of 
payment applied 
as sales charge 
First $ 5,000 
Next $ 5,000 
Next $10,000 
Excess over $20,000 


8.50% 
6.50% 
4.50% 
3.50% 


Contract years commence on the contract date printed 
on each contract and on anniversaries thereof. In 
addition, a charge equal to 0.25% of the purchase 
payment is deducted from each purchase payment for 
the supplemental death benefit provided for by the 
Contract. A transaction charge of $1.00 will also be 
deducted from each purchase payment, and an annual 
contract fee of $7.00 will be deducted from the first 
purchase payment received by Prudential during each 
contract year. 


Applicants represent that no sales charge will be made 
upon that part of any purchase payment consisting of 
the proceeds of any other Prudential policy or contract 
that qualifies for special federal income tax treatment 
under the Internal Revenue Code of 1954, as amended, 
‘ other than proceeds consisting of any policy or contract 
loan, periodic payment, cash dividend or dividend 


designated to reduce premiums or purchase payments. 
Furthermore, applicants state that any such part of a 
purchase payment that is not subject to a sales charge 
will not be counted in determining the total amount of 
purchase payments received during the contract year 
for purposes of calculating the sales charge with 
respect to any part of any purchase payment that is 
subject to the sales charge. 


Section 27(a)(3) 


Section 27(a)(3) of the Act provides that no registered 
investment company issuing periodic payment plan 
certiticates and no depositor of or underwriter for such 
company may sell any such certificate if the amount of 
sales load deducted from any one of the first twelve 
monthly payments exceeds proportionately the amount 
deducted from any other such payment, or if the 
amount deducted from any subsequent payment 
exceeds proportionately the amount deducted from any 
other subsequent payment. 


Rule 27a-2 under the Act exempts a registered separate 
account, and any depositor of or underwriter for such 
account, from Section 27(a)(3) if the proportionate 
amount of sales load deducted from any payment 
during the contract period does not exceed the 
proportionate amount deducted from any prior payment 
during the contract period. 


Applicants assert that since, under the Flexible 
Purchase Payment Contracts, no sales charge is 
assessed with respect to that portion of any purchase 
payment consisting of certain proceeds from other 
Prudential contracts or policies that qualify for special 
federal income tax treatment, and since such proceeds 
may be used to make any one or more purchase 
payments under the Contracts, it is possible that the 
sales load paid upon a purchase payment made during 
the contract period will exceed the sales load on one or 
more purchase payments made earlier in the contract 
period because no such proceeds are used to make the 
later payment. Thus, the proportionate amount of sales 
load deducted from the later payment would exceed the 
proportionate amount of sales load deducted from the 
earlier payment. 


Moreover, applicants state that since the volume 
discount in the sales load charged under the Contracts 
is applied separately to purchase payments made 
during each contract year, it is possible that purchase 
payments made late in any given contract year will be 
subject to a sales load that is lower than the sales load 
applicable to purchase payments made at the beginning 
of any subsequent contract year. Again, the 
proportionate amount of sales load deducted from the 
later payment would exceed the proportionate amount 
deducted from the earlier payment. 


Applicants request an exemption from Section 27(a)(3) 
of the Act to permit the deductions for sales charges as 
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described herein. 


Applicants state that Section 27(a) of the Act was 
designed to limit the losses that may be incurred by the 
purchasers of front-end load contractual plans, who do 
not complete their purchases but instead terminate 
their plans prior to completion. Applicants further 
assert that the maximum deduction from sales load 
under the Contracts does not exceed the statutory 
maximum of 9% and that the Contracts do not provide 
for any front-end loading arrangement to which Section 
27(a) is directed. Thus, applicants say, the abuses 
sought to be curbed by this provision of the Act cannot 
arise in connection with the sales load deductions under 
the Contracts. Applicants represent that the lack of 
uniformity in sales load under the Contracts is 
attributable not to front-end loading, but rather to a 
reduction of the loading for purchase payments 


consisting of specified proceeds of other Prudential 
policies or contracts that qualify for special federal 
income tax treatment, or to a reduction of the loading 
by reason of the volume discount provided with respect 
to each year’s purchase. 


Section 6(c) 


Section 6(c) of the Act authorizes the Commission by 
order upon application to exempt any person, security 
or transaction or any class or classes of persons, 
securities or transactions, from any provisions of the 
Act or rules thereunder if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
peson may, not later than August 24, 1977 at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the addresses 
stated above. Proof of service (by affidavit or in the case 
of an attorney at law by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following August 24, 1977, 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9874/July 29, 1977 


In the Matter of 


CONNECTICUT GENERAL LIFE INSURANCE COM- 
PANY 


CG VARIABLE ANNUITY ACCOUNT | 
CG VARIABLE ANNUITY ACCOUNT II 
and 


CG EQUITY SALES COMPANY 
900 Cottage Grove Road 
Bloomfield, Connecticut 06115 


(812-4144) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 22(e), 
27(c)(1), 27(d), AND 27(a)(3) OF THE ACT 


NOTICE IS HEREBY GIVEN that Connecticut General 
Life Insurance Company (‘‘CG Life’’), a Connecticut 
stock life insurance company, CG Variable Annuity 
Account | (“VAA-1”) and CG Variable Annuity Account 
Il (‘‘VAA-II’’), separate accounts of CG Life registered 
under the Investment Company Act of 1940 (‘‘Act’’) as 
unit investment trusts, and CG Equity Sales Company 
(‘‘Equity Sales’’), the principal underwriter for VAA-I 
and VAA-II (hereinafter collectively referred to as 
‘‘Applicants’’), filed an application on June 8, 1977, 
pursuant to Section 6(c) of the Act for an order 
exempting Applicants from the provisions of Sections 
22(e), 27(c)(1), 27(d), and 27(a)(3) of the Act to the 
extent necessary to permit compliance by Applicants 
with certain provisions of the Education Code of the 
State of Texas, to permit a reduction in sales load where 
contributions consist of proceeds payable under 
insurance contracts issued by CG Life and to permit a 
variance in sales load based upon a schedule of quantity 
discounts. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations therein which are summarized 
below. 


VAA-I and VAA-II are separate accounts of CG Life 
established under the laws of Connecticut to facilitate 
the issuance of certain variable annuity contracts. 
VAA-I and VAA-II are registered under the Act as unit 





investment trusts. Assets of VAA-I| and VAA-II are 
invested in shares of Companion Fund, Inc., and 
Companion Income Fund, Inc., diversified, open-end 
management investment companies registered under 
the Act. Contract owners of VAA-I and VAA-II are 
permitted to allocate purchases and accumulations 
between Companion Fund, !nc. and Companion Income 
Fund, Inc. Equity Sales, a broker/dealer registered 
under the Securities Exchange Act of 1934, as 
amended, is the principal underwriter of the Contracts. 
All of the outstanding shares of Equity Sales are owned 
by CG Investment Management Company, the adviser 
of Companion Fund, Inc. and Companion Income Fund, 
Inc. Both CG Life and CG Investment Management 
Company are wholly-owned subsidiaries of Connecticut 
General Insurance Corporation. 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (‘‘Program’’), codified as 
Subchapter G of Chapter 51 of the Texas Education 
Code. The statute provides as the funding media for the 
Program fixed or variable annuity contracts purchased 
from any insurance or annuity company qualified to do 
business in Texas. In 1973, the Texas legislature made 
two amendments in the Program legislation, which 
amendments became effective on June 14, 1973. The 
statutory definition of the Program was amended to 
provide that the benefits of such anuities are to be 
available only upon termination of employment in the 
Texas public institutions of higher education, 
retirement, death or total disability of the participant. 
The other amendment added a new Section 51.358 to 
Subchapter G which also provides that the benefits of 
such annuities will be available only if the participant 
dies, terminates his employment due to total disability, 
accepts retirement, or terminates employment in the 
Texas public institutions of higher education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System 
(‘‘System’’) requested the opinion of the Attorney 
General of Texas with respect to several questions 
concerning such amendments. The Attorney General 
rendered an opinion dated February 18, 1975, in 
response to the System’s letter. The Attorney General 
interpreted Section 51.358 to prohibit provisions in a 
variable annuity contract issued in connection with the 
Program on or after June 14, 1973, which provide for 
making available the redemption value of such contract 
prior to the occurrence of one of the conditions specified 
in the statute, i.e., termination of employment, 
retirement, death or total disability. Moreover, the 
opinion further stated that the prohibitions of Section 
51.358 were impliedly in effect upon the establishment 
of the Program (in 1967) and that notwithstanding any 
language which may be contained in existing contracts, 
a participant in the Program has never had the right to 


redeem his annuity contract otherwise than in 
accordance with the limitations described above. The 
opinion did not affect the right of a participant to 
transfer the redemption value of his annuiy contract 
from one carrier to another; accordingly, the granting 
of the relief requested in the application would not 
affect such right. 


Sections 27(c)(1), 22(e) and 27(d) 


Section 27(c)(1) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for sucy company, to sell any such 
certificate unless such certificate is a redeemable 
security. Section 2(a)(32) of the Act defines 
“*redeemable security’’ to mean any security under the 
terms of which the holder upon its presentation to the 
issuer or to a person designated by the issuer is entitled 
to receive approximately his proportionate share of the 
issuer’s current net assets, or the cash equivalent 


‘thereof. 


Section 22(e) of the Act provides that no registered 
investment company shall suspend the right of 
redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender of such security to the 
company or its agent designated for that purpose for 
redemption except in certain prescribed circumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless the certificate provides that the holder 
thereof may surrender the certificate at any time within 
the first eighteen months after the issuance of the 
certificate and receive in payment thereof, in cash, the 
sum of (1) the value of his account, and (2) an amount, 
from such underwriter or depositor, equal to that part 
of the excess paid for sales loading which is over 15 per 
centum of the gross payments made by the certificate 
holder. 


Applicants request exemptions from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with Section 
51.358 as it pertains to redemption values under 
Contracts issued to participants in the Program 
subsequent to the date of such exemptive order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program 
effectively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of 
two funding media (the other being fixed annuity 
contracts) specifically provided in the Texas statute for 
such purpose. Additionally, participants will be unable 
to obtain the State’s matching contributions for the 
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purchase of an equity-based retirement vehicle. In this 
respect, the Attorney General’s opinion indicated that 
these matching contributions will encourage partici- 
pation in the retirement plan but that unrestricted 
withdrawals prior to retirement might be detrimental to 
an effective retirement plan. In view of the foregoing, 
Applicants assert that the Commission should grant the 
requested exemptions because: (1) the limited 
restriction on redemption would be voluntarily assumed 
by participants, i.e., eligible employees are not 
required to participate in the Program; (2) the 
restrictions were not formulated nor suggested by 
Applicants; and (3) participants’ relinquishment of the 
full right of redemption is a reasonable requirement in 
exchange for the benefits bestowed by matching 
contributions of the State of Texas. 


Applicants will ensure that appropirate disclosure is 
made to persons who consider participation in the 


Amount 
of 
Total Investment” 


Program, informing them of the restriction on the 
availability of redemption values under Contracts to be 
issued to them. This disclosure will take the form of an 
appropriate reference in each Prospectus to the 
restrictions on redemption of these Contracts, as well 
as requiring each participant, as a part of the 
determination that the sale of these Contracts is 
suitable for that participant, to sign a statement 
indicating that he/she is aware that these restrictions 
will be placed on his/her Contract when it is issued. In 
addition, Equity Sales will review all sales literature 
that is to be used in conjunction with the sales of these 
contracts for the existence of material representations 
that are inconsistent with the restrictions to be placed 
on these contracts and will instruct the salespeople 
involved in soliciting in this market specifically to bring 
this restriction to the attention of the potential 
participants. 


Portion 
Representing 
Administration 
Charge 


Portion 
Representing 
Sales 
Charge 


Percentage 
of 
Deduction 





Less than $ 
$ 10,000 but less than 
25,000 but less than 
50,000 but less than 
100,000 but less than 
250,000 but less than 
500,000 but less than 
1,000,000 or more 


10,000 
25,000 
50,000 
100,000 
250,000 
500,000 
1,000,000 


lf a contribution consists of proceeds payable under 
insurance contracts issued by Connecticut General (the 
death benefit under life insurance policies, the maturity 


value of endowment contracts, the cash value of 
fixed-dollar life insurance and annuity contracts and 


Amount 
of 
Total Investment” 


7.50 % 
6.00 
5.00 
4.00 
3.00 
2.00 
1.50 
1.00 


6.30% 
5.40 
4.50 
3.60 
2.70 
1.80 
1.35 
.90 


lump sum cash options available to beneficiaries), a 
reduced sales and administration charge is deducted 
from all such contributions as indicated by the following 
table: 


Portion 
Representing 
Administration 
Charge 


Portion 
Representing 
Sales 
Charge 


Percentage 
of 
Deduction 





Less than $ 
$ 10,000 but less than 
25,000 but less than 
50,000 but less than 
100,000 but less than 
250,000 but less than 
500,000 but less than 
1,000,000 or more 


10,000 
25,000 
50,000 
100,000 
250,000 
500,000 
1,000,000 


“The amount of total investment refers to the total of 
the contribution being made plus the current value of 
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5.25 % 
4.20 
3.50 
2.80 
2.10 
1.40 
1.05 
70 


4.05% 
3.60 
3.00 
2.40 
1.80 
1.20 
.90 
.60 


the account, if there is any. 





Section 27(a)(3) 


Section 27(a)(3) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate if the amount of the sales load deducted from 
any one of the first twelve monthly payments exceeds 
proportionately the amount deducted from any other 
such payment or if the amount of sales load deducted 
from any subsequent payment exceeds proportionately 
the amount deducted from any other subsequent 
payment. 


With respect to Flexible Payment Deferred Contracts, 
which are non-tax-qualified individual variable annuity 
contracts participating in VAA-II, it is possible that the 
percentage of sales load deducted from subsequent 
payments, if any, could be higher than the percentage 
deducted from prior payments. This could occur in two 
instances. First, there would be a variance in sales 
loads if insurance proceeds constituted part of the 
payments made. Thus, if payments during the first 
contract year amounted to $2,000, the deduction for 
sales and administrative expenses would be at the rate 
of 7.50%. If an additional $2,000 were contributed later, 
and that amount represented insurance proceeds, the 
percentage deduction would be at a rate of 5.25%. 
Finally, if a third $2,000 were contributed after the 
above two contributions, and if that amount did not 
consist of insurance proceeds, a7.5% deduction would 
be applied to that payment. This would violate Section 
27(a)(3). Second, there is a possibility that the 
percentage of sales load deducted against a later 
payment could increase due to a significant loss in the 
accumulation value of units of VAA-I or VAA-II. For 
example, if the contract owner contributed $10,000 as 
his first payment, a charge of 6% would be deducted. 
If, due to a decline in the value of the shares of 
Companion Fund, Inc. and/or Companion Income 
Fund, Inc., the value of units of either account were to 
decline to a level less than $9,000 and if an additional 
contribution of $1,000 were made, then the deduction 
from the second contribution would be at a rate of 
7.50% since the amount of total investment, as 
defined, would be less than $10,000. 


Section 27 (a)(3) of the Act was designed to curb abuses 
associated with front-end load arrangements in mutual 
fund contractual plans. Applicants assert that the sales 
deduction schedule proposed to be used here should be 
exempted from Section 27(a)(3) of the Act since the 
schedule does not involve a front-end load 
arrangement, does not exceed 9% and therefore cannot 
lead to the abuses intended to be curbed by that 
Section. Moreover, Applicants assert that the sales load 
applied against insurance proceeds has been reduced in 
accordance with the provisions of Rule 22d-3 which is 
designed to permit certain variations in variable 


annuity contract charges which reflect differences in 
costs or services, are not unfairly discriminatory 
against any person and which are fully disclosed. 
Applicants assert that the purpose behind the adoption 
of Rule 22d-3 would be defeated if reductions in sales 
load were to be disallowed because of conflict with 
Section 27(a)(3). Accordingly, Applicants assert that 
sufficient grounds exist for the issuance or an order of 
exemption from Section 27(a)(3). An exemption is 
therefore requested from Section 27(a)(3) of the Act to 
permit the schedule of sales load deductions proposed 
by Applicants. 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities or transactions, from the provisions 
of the Act and Rules promulgated thereunder if and to 
the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 23, 1977, at 5:30 
p.m. submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 


notified if the Commission should order a hearing 


thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney at 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following August 23, 1977, unless, the Com- 
mission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9875/ July 29, 1977 


In the Matter of 


PUTNAM OPTION INCOME TRUST 
265 Franklin Street 
Boston, Massachusetts 02110 


(812-4130) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 
FROM SECTION 2(a)(19) 


NOTICE IS HEREBY GIVEN that Putnam Option 
Income Trust (‘‘Applicant’’), a Massachuseits business 
trust which is registered under the Investment 
Company Act of 1940 (‘‘Act’’) as a diversified, 
open-end management investment company, filed an 
application on April 29, 1977 and an amendment 
thereto on July 15, 1977, pursuant to Section 6(c) of the 
Act, for an order declaring that Mr. Avery Rockefeller, 
Jr. (‘‘Rockefeller’’), Mr. Donald J. Hurley (‘‘Hurley’’), 
and Mr. Hans H. Estin (“Estin”), proposed trustees of 
Applicant, each shall not be deemed to be an 
‘‘interested person’’ of the Applicant, or its investment 
adviser, The Putnam Managment Company, Inc. 


(‘‘Adviser’’), or its principal underwriter, Putnam Fund 
Distributors, Inc., (‘‘Underwriter’’), with respect to 


Rockefeller, by reason of his being a director of The 
Home Insurance Company (‘‘Home Insurance’’) and, 
with respect to Hurley and Estin, by reason of their 
being directors of the Boston Company, Inc. and/or 
Boston Safe Deposit and Trust Company (‘‘Boston 
Safe’’). All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are 
summarized below. 


Applicant states that it is int4nded that Rockefeller, 
Hurley and Estin will become trustees as soon as 
practicable (without calling a shareholders meeting for 
that purpose alone) if each of them is deemed not to be 
an ‘‘interested person’’ of the Applicant, the Adviser 
and the Underwriter within the meaning of Section 
2(a)(19) of the Act. Sections 2(a)(19)(A)(v) and (B)(v) an 
“‘interested person’’ of an investment company and of 
an investment adviser of or principal underwriter for an 
investment company to include any affiliated person of 
any broker or dealer registered under the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’). Section 
2(a)(3) of the Act includes in the definition of an 
“affiliated person’’ any person directly or indirectly 
controlling, controlled by or under common control with 
such other person. 


Applicant states that Rockefeller is a director of Home 
Insurance and of its subsidiary, Seaboard Surety 
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Corporation; and Home Capital Services, Inc. (“Home 
Capital’’), another wholly-owned subsidiary of Home 
Insurance, is a registered broker-dealer under the 
Exchange Act. Applicant also states that by reason of 
Rockefeller’s position as a director of Home Insurance, 
Rockefeller might be considered, for purposes of 
Section 2(a)(19) of the Act, to be an affiliated person of 
Home Capital and, thus, an interested person of the 
applicant, the Adviser, and the Underwriter. 


Applicant states that Hurley is a director of The Boston 
Company, Inc. and of its subsidiary, Boston Safe; Estin 
also is a director of Boston Safe; and The Boston 
Company Financial Strategies, Inc., another subsidiary 
of The Boston Company, Inc., in turn has a subsidiary, 
TBCFS, Inc., which is a registered broker-dealer under 
the Exchange Act. Applicant also states that because of 
Hurley’s position as a director of The Boston Company, 
Inc., and of Boston Safe, and because of Estin’s 
position as a director of Boston Safe, each might be 
considered, for purposes of section 2(a)(19) of the Act, 
to be an affiliated person of TBCFS, Inc., and thus, an 
interested person of the Applicant, the Adviser, and the 
Underwriter. 


Section 10(a) of the Act prohibits an investment 
company from having a board of trustees more than 
60% of the members of which are its interested 
persons. Section 10(b(2) of the Act in part prohibits an 
investment company from using as a principal 
underwriter any person unless a majority of its board of 
directors are not interested persons of such principal 
underwriter. 


The Commission has previously granted orders 
(Investment Company Act Release No. 8755, April 11, 
1975; and Investment Company Act Release No. 9610, 
January 17, 1977) upon application declaring that 
Rockefeller would not be deemed an ‘‘interested 
person’’ solely by reason of his relationship with Home 
Insurance and Home Capital. Applicant submits that 
the facts and representations set forth in these prior 
applications (File Nos.: 812-3759 and 812-4026) 
continue to be true and correct and the basis upon 
which the prior orders were granted would apply 
equally to applicant. The representations contained in 
the prior applications as applied to Rockefeller include 
the following: 


1. Rockefeller’s principal business is as Senior Vice 
President--Finance and a Director of Grolier, Inc., a 
publishing firm, and he is not involved in the 
day-to-day operation of Home Capital and does not 
control nor is controlled by Home Capital. Home 
Capital trades in the accounts of members of The Home 
Group and also acts as an underwriter and dealer in 
bonds. 
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2. Rockefeller’s independence in acting on behalf of 
such investment companies would in no way impaired 


" because of his affiliation with Home Insurance. 


Rockefeller has no connection with Home Capital other 
than in his capacity as a Director of Home Insurance 
and Seaboard Surety Corporation. 


3. Neither the Adviser nor any of the then existing 
registered investment companies being advised by the 
Adviser have ever done any business with Home 
Capital, and such applicants undertake not to transact 
any business with Home Capital should the requested 
exemption be granted. In view of the large number of 
other bond dealers available, such applicants 
represent that its portfolio transactions would not be 
adversely affected by such undertaking. 


The Commission has also previously granted orders 
(Investment Company Act Release No. 9284, May 10, 
1976; and Investment Company Act Release No. 9610, 
January 17, 1977) upon application declaring that 
Hurley and Estin would not be deemed to be 
‘interested persons’’ solely by reason of their 
relationships with The Boston Company, Inc. and/or 
Boston Safe. Applicant submits that the facts and 
representations set forth in the prior applications (File 
Nos.: 812-3921 and 812-4026) continue to be true and 
correct, and the basis upon which the prior orders were 
granted would apply equally to Applicant. The 
representations contained in the prior applications as 
applied to Hurley and Estin include the following: 


1. Hurley, a partner in the law firm of Goodwin, 
Procter & Hoar, serves as a director of the The Stop & 
Shop Companies, Inc., The Continental Corporation, 
and Boston Old Colony Insurance Company, trustee 
and member.of the Board of Investment of Charlestown 
Savings Bank, and President of the Committee of the 
Permanent Charity Fund, Inc., Boston. Esitn, Vice 
Chairman of North American Management, Inc., is a 
director of Allied Foods, Inc., Massachusetts General 
Life Insurance Company, and Yellowknife Bear Mines, 
Ltd., and Trustee of Children’s Hospital Medical 
Center. 


2. The relationship of Hurley and Estin with The 
Boston Company, Inc., Boston Safe, The Boston 
Company Financial Strategies, Inc., and TBCFS, Inc., 
will not impair their independence in acting on behalf of 
such investment companies and their shareholders; 
Hurley and Estin will not be directors or officers of 
TBCFS, Inc., and will have no authority or 
responsibility for management of the operation of 
TBCEFS, Inc. 


3. The business of TBCFS, Inc., will relate primarily to 
the structuring and placement or sale of oil and gas 
‘programs and other investment programs and 
ventures. Due to the special nature of the type of 











investments with which TBCFS, Inc. will be involved, 
such applicants could not legally purchase or sell such 
investments from or through TBCFS, Inc. because of 
investment restrictions. Such applicants do not intend 
to make any such investments and, moreover, 
undertake not to transact any business with TBCFS, 
Inc. 


Applicant requests that an order be issued, pursuant to 
Section 6(c) of the Act, declaring that (1) Rockefeller 
shall not be deemed an interested person of Applicant, 
the Adviser or the Underwriter within the meaning of 
Section 2(a)(19) of the Act solely be reason of his being 
a director of Home Insurance and Seaboard Surety 
Corporation, (2) Hurley shall not be deemed to be an 
interested person of Applicant, the Adviser or the 
Underwriter within the meaning of Section 2(a)(19) of 
the Act solely by reason of his being a director of The 
Boston Company, Inc., and Boston Safe, and (3) Estin 
shall not be deemed to be an interested person of 
Applicant, the Adviser or the Underwriter within the 
meaning of Section 2(a)(19) of the Act solely by reason 
of his being a director of Boston Safe. 


Section 6(c) of the Act provides in part that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person 
from any provision of the Act or of any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 22, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on tiie matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9876/July 29, 1977 


In the Matter of 

MERRILL LYNCH BASIC VALUE FUND, INC. 
MERRILL LYNCH MUNICIPAL BOND FUND, INC. 
MERRILL LYNCH CAPTIAL FUND, INC. 
MERRILL LYNCH READY ASSETS TRUST 

and 

MERRILL LYNCH FUNDS DISTRIBUTOR, INC. 


One Liberty Plaza 
165 Broadway 
New York, New York 10006 


(812-4140) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN EXEMPTION 
FROM SECTION 22(d) OF THE ACT AND PURSUANT 
TO SECTION 11(a) OF THE ACT TO PERMIT OFFERS 
OF EXCHANGE. 


NOTICE IS HEREBY GIVEN that Merrill Lynch Basic 
Value Fund, Inc. (‘‘Value Fund’’), Merrill Lynch 
Municipal Bond Fund, Inc., (‘‘Bond Fund’’), Merrill 
Lynch Capital Fund, Inc. (‘‘Capital Fund’’), and Merrill 
Lynch Ready Assets Trust (‘‘Trust’’), each of which is 
registered as an open-end, diversified, management 
investment company under the Investment Company 
Act of 1940 (the ‘‘Act’’) (such investment companies 
together with any management investment company 
organized subsequent to the date of the application for 
which Merrill Lynch Funds Distributor, Inc. acts 
as principal underwriter are referred to as the 
“*Funds’’), and Merrill Lynch Funds Distributor, Inc. 
(the ‘‘Distributor’’) (collectively referred to with the 
Funds as ‘‘Applicants’’) filed an application on May 25, 
1977, and an amendment thereto on July 25, 1977, for 
an order of the Commission (1) pursuant to Section 
11(a) of the Act to permit offers to exchange shares of 
the Funds on a basis other than their relative net asset 
values, and (2) pursuant to Section 6(c) of the Act 
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granting an exemption from Section 22(d) of the Act in 
connection with such exchanges. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
made therein, which are summarized below. 


Applicants state that the Distributor is a wholly-owned 
subsidiary of Merrill Lynch Asset Management, Inc., 
which is a wholly-owned subsidiary of Merrill Lynch & 
Co., Inc. which is the parent of Merrill Lynch, Pierce, 
Fenner & Smith Incorporated. The Distributor serves 
as principal underwriter for each of the existing Funds. 
Applicants state that it is anticipated that the 
Distributor will act as the principal underwriter for 
additional registered management investment com- 
panies, the shares of which may be sold at varying sales 
charges or on a no-load basis. 


Shares of the Capital Fund have been publicly offered 
since October, 1973, and are sold with a sales charge of 
6.5%, subject to reduction for purchases of $10,000 or 
more. Shares of the Trust have been publicly offered 
since February, 1975, and are currently sold without a 
sales charge although a sales charge of 0.8% was 
imposed from the commencement of the public offering 
until January 29, 1976. Both the Bond Fund and the 
Value Fund have filed registration statements under 
the Securities Act of 1933 which had not become 


effective at the date of filing the application. It is 
contemplated that shares of the Bond Fund will be sold 
with a sales charge of 3.5%, subject to reduction for 
purchases of $10,000 or more, and that shares of the 
Value Fund will be sold with a sales charge of 4.0%, 
subject to reduction for purchases of $20,000 or more. 


Applicants state that on May 12, 1975, an order 
requested by Capital Fund and Trust (Investment 
Company Act Release No. 8788) was granted by the 
Commission pursuant to Sections 11 and 6(c). The 
application states that the order pursuant to Section 11 
permitted Capital Fund to offer to exchange its shares 
for shares of Trust at net asset value, plus an amount 
equal to the difference between the sales charge 
described in the prospectus of Capital Fund and the 
sales charge that was paid on the Trust shares being 
exchanged. The order did not extend to shares of the 
Trust previously acquired by exchange from Captial 
Fund or shares of the Trust acquired by reinvestment of 
dividends and distributions on shares of the Trust 
acquired by an exchange of Capital Fund shares. 
Applicants further state that the order pursuant to 
Section 6(c) of the Act exempted sales of shares of 
Capital Fund pursuant to such offers of exchange from 
the provisions of Section 22(d) of the Act. Applicants 
submit that the order sought in this application is 
substantially consistent with the earlier order grantec 
by the Commission. 





To eliminate the necessity of obtaining further orders 
each time a new investment company is organized for 
awhich the Distributor acts as ‘‘principal underwriter’, 

_as such term is defined in Section 2(a)(29) of the Act, 
the Applicants propose that the orders sought herein be 
applicable to exchanges of shares of any of the existing 
Funds and to exchanges of shares of any new open-end 
diversified management investment company subse- 
quently organized for which the Distributor acts as the 
principal underwriter. It is contemplated that new 
funds will be added to the Merrill Lynch family of funds 
and the Applicants contend that to require that a new 
order be sought each time such a fund is organized 
would be necessary and burdensome for both the Funds 
and the Commission. 


Applicants propose that each of the Funds may elect to 
offer to exchange its shares (‘‘new shares’’) for shares 
(‘‘outstanding shares’’) of any of the other Funds on 
the basis of relative net asset value at the time of the 
exchange, plus an amount equal to the difference, if 
any, between the sales charge previously paid on the 
outstanding shares and the sales charge payable on the 
new shares if such new shares were purchased at the 
time of the exchange at their then public offering price. 
The sales charge on outstanding shares which were 
acquired through previous exchanges shall include the 
aggregate of the sales charge paid on such shares at the 
time of the initial purchase and subsequent 

_ exchanges. The application states that for purposes of 
he exchange privilege, dividend reinvestment shares, 
which are sold on a no-load basis in each of the Funds, 
shall be treated as having been sold with a sales charge 
equal to the sales charge paid previously on the shares 
on which the dividend was paid. To be exchanged 
under the Applicants’ proposal, outstanding shares 
must have a value of $1,000 or more and have been 
outstanding for at least 60 days. In the event that a 
shareholder of a Fund wishes to exchange less than all 
of his shares and the exchange involves a sales charge 
differential, the shares exchanged first will be those 
with the least sales charge differential. 


Section 11 (a) of the Act provides, in part, that it shall be 
unlawful for any registered open-end company or any 
principal underwriter for such company to make, or 
cause to be made, an offer to the shareholder of a 
security of such company or of any other open-end 
investment company to exchange his security for a 
security in the same or another such company on any 
basis other than the relative net asset values of the 
respective securities to be exchanged, unless the terms 
of the offer have first been submitted to and approved 
by the Commission. 


Section 22(d) of the Act provides, in part, that no 
registered investment company or principal under- 
writer thereof shall sell any redeemable security issued 
by such company to any person except at a current 


offering price described in the prospectus. Applicants 
state that use of the exchange privilege would arguably 
violate Section 22(d) of the Act since an investor would 
be able to purchase shares of the Funds without paying 
the sales charge described in their respective 
prospectuses. 


Applicants state that the purpose of the exchange 
privilege proposed in the application is to provide 
shareholders of the Funds with flexibility in their 
financial planning. When their investment objectives 
change, the shareholders of the Funds would be 
permitted to exchange their shares for shares of other 
Funds without paying the full sales charge otherwise 
applicable. Applicants further submit that the 
exchange privilege is fair and equitable to all 
shareholders of the participating Funds. Shareholders 
will be prevented from acquiring shares of a Fund with 
a higher sales charge simply by purchasing shares of a 
Fund with a lower or no sales charge and exchanging 
such shares for shares in the Fund with the higher sales 
charge on the basis of relative net asset value. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction or any class or classes of 
persons, securities, or transactions from any provision 
or provisions of the Act or any rule or regulation 
thereunder, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 23, 1977, at 5:30 
p.m., submit to Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
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this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9877/ August 1, 1977 


SEE 


SECURITIES ACT OF 1933 
Rel. No. 5847/ August 1, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9878/ August 1, 1977 


In the Matter of 

PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM EQUITIES FUND, INC. 

THE GEORGE PUTNAM FUND OF BOSTON 
THE PUTNAM GROWTH FUND 


THE PUTNAM INCOME FUND, INC. 


PUTNAM INVESTORS FUND, INC. 


PUTNAM OPTION INCOME TRUST 
PUTNAM VISTA FUND, INC. 
PUTNAM VOYAGER FUND, INC. 

and 

PUTNAM FUND DISTRIBUTORS, INC. 
265 Franklin Street 

Boston, Massachusetts 02110 


(812-4082) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
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GRANTING AN EXEMPTION FROM SECTION 22(d) 
OF THE ACT AND RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Putnam Convertible 
Fund, Inc., Putnam Equities Fund, Inc., The George 
Putnam Fund of Boston, The Putnam Growth Fund, 
The Putnam Income Fund, Inc., Putnam Investors 
Fund, Inc., Putnam Vista Fund, Inc., Putnam Voyager 
Fund, Inc. and Putnam Option Income Trust (‘‘Putnam 
Funds’’), and Putnam Fund Distributors, Inc. 
(‘‘Distributors’’) (collectively referred to as ‘‘Ap- 
plicants’’), filed an application on January 27, 1977, 
and amendments thereto on May 16, and July 29, 1977, 
for an order, pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’), exempting Applicants 
from the provisions of Section 22(d) of the Act and Rule 
22d-1 thereunder to the extent necessary to permit 
sales of shares of the Putnam Funds at net asset value 
plus a flat sales charge of 4.5% of the offering price to 
members of qualified groups. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


The Putnam Funds are each registered under the Act as 
diversified, open-end investment companies, and are 
organized as Massachusetts corporations or established 
as Massachusetts business trusts. The Putnam Funds 
are currently engaged in continuous public offerings of 
their shares at public offering prices equal to net asse* 
value plus a sales load which varies with the size of th 
purchase from 8.5% on an investment of less than 
$10,000 to 1.0% on an investment of $1,000,000 or 
more. Shares of the Putnam Funds which are being 
offered to the general public in continuous offerings 
may be purchased from investment dealers who are 
members of the National Association of Securities 
Dealers, Inc. (‘‘NASD’’) and who have sales 
agreements with Distributors, as well as directly from 
Distributors. 


Applicants propose to offer shares of the Putnam Funds 
to members of qualified groups, as defined below, at a 
sales charge rate which would differ from the sales 
charge rate currently in effect for sales to non-group 
purchasers. Applicants state that, if the application is 
granted, the prospectuses of the Putnam Funds would 
be revised to provide initially that members of qualified 
groups may buy shares of such funds at a flat group 
sales charge rate of 4.5% of the offering price without 
regard to the size of the group investment. The 
application states that the Putnam Funds reserve the 
right to suspend or discontinue group sales at any time, 
and to vary the group sales charge rate by increasing it 
to as much as 5.5% of the offering price or decreasing it 
to as low as 3.5%. Applicants propose that to be 
eligible for the group sales charge rate, purchases by 
group members would have to be made through - 
single investment dealer designated by the group, am 





initial purchases would have to be transmitted by such 
investment dealer, although subsequent purchases 
ould be sent directly to Distributors. In addition, the 
Minimum investment requirements described in the 
Putnam Funds’ prospectuses would be applicable to 
purchases by any single group member. 


Under Applicants’ proposal, a ‘‘qualified group’’ will 
include the employees of a corporation or a sole 
proprietorship, members and employees of a 
partnership or association, or other organized groups of 
persons (the members of which may include other 
qualified groups) provided that: (i) the group has at 
least 25 members of which at least 10 members 
participate in the initial purchase; (ii) the group has 
been in existence for at least six months; (iii) the group 
has some purpose in addition to the purchase of 
investment company shares at a reduced sales charge; 
(iv) the group’s sole organizational nexus or connection 
is not that the members are credit cardholders of a 
company, policy holders of an insurance company, 
customers of a bank or a broker-dealer, clients of an 
investment adviser or security holders of a company; 
(v) the group agrees to ‘provide its designated 


investment dealer access to the group’s membership by 
means of written communication or direct presentation 
to the membership at a meeting on not less frequently 
than an annual basis; (vi) the group or its investment 
dealer will provide annual certification in form 
satisfactory to the Putnam Funds’ shareholder 
lervicing agent to the effect that the group then has at 


least 25 members and that at least 10 members 
participated in group purchases during the immediately 
preceding twelve calendar months; and (vii) the group 
or its investment dealer will provide periodic 
certification in.a form satisfactory to the Putnam Funds’ 
shareholder servicing agent as to the eligibility of the 
purchasing members of the group. 


The application provides that a ‘‘member’’ of a 
qualified group will be: (i) any group which meets the 
requirements stated above and which is a constituent 
member of a qualified group; (ii) any individual 
purchasing for his or her own account who is carried on 
the records of the group or on the records of any 
constituent member of the group ‘as being a good 
standing employee, partner, member or person of like 
status of the group or constituent member; or (iii) any 
fiduciary purchasing shares for the account of a 
member of a qualified group or a member’s 
beneficiary. It is represented that Putnam Funds 
prospectuses would also provide that a member of a 
qualified group may, depending upon the value of 
Putnam Funds shares owned or proposed to be 
purchased by the member, be entitled to purchase 
shares of the Putnam Funds pursuant to the lower sales 
charge rate applicable to non-group purchases rather 
than at the group sales charge rate, provided the 
nember qualifies as a person entitled to reduced 


non-group sales charges. Applicants submit that such 
members would be entitled to purchase at the lower 
rate provided that, at the time of purchase, the member 
or his or her investment dealer furnishes information 
sufficient to permit verification that the purchase 
qualifies for the lower rate. 


Section 22(d) of the Act makes it unlawful for any 
mutual fund, principal underwriter or dealer to sell 
shares of such fund to the public ‘‘except at a current 
public offering price described in the prospectus.’’ Rule 
22d-1 under the Act provides for exemption from 
Section 22(d) to permit sales at reduced or no sales 
charges in specified circumstances. Subsection (b) of 
Rule 22d-1 permits sales to groups at reduced sales 
loads based upon quantity discounts but does not 
permit different sales charge rates for groups and 
non-groups or sales charges which do not vary with the 
quantity of shares purchased. Applicants assert that, 
absent an exemption from Section 22(d) of the Act and 
Rule 22d-1 thereunder, the offering of Putnam Funds 
shares to qualified groups at sales charge rates which 
do not vary with the quantity of shares purchased and 
which are different from the rates applicable to 
non-groups may not be permissible. 


Applicants submit that the provision of Rule 22d-1(b) 
that sales be based upon a scale of reducing sales loads 
applicable to all purchasers was included to prevent 
unjust discrimination in the distribution of mutual fund 
shares. According to the application, there would be no 
unjust discrimination among investors under the group 
sales proposal because differences in sales charges 
would relate to differences in both costs and services. It 
is stated that the criteria for group sales were selected 
because of their relation to anticipated realization of 
economies of scale in sales effort and sales related 
expense. 


Applicants represent that the flat rate of 4.5% was 
selected with a view toward providing sufficient 
incentive to investment dealers to market the group 
sales plan and to continue to service plans which have 
been started and to afford to group members a 
non-discriminatory incentive to invest under a group 
plan. Applicants assert that group sales under Rule 
22d-1(b) have not occurred to any significant degree 
principally for three reasons: first, there is little 
incentive for investors who are members of relatively 
small groups to be the initial group investors because 
the benefits of reduced sales charges are not available 
under Rule 22d-1(b) until the aggregate quantity of 
securities owned or being purchased by the group reach 
certain levels; second, the greatest benefits of reduced 
sales loads will be realized by those investors who do 
not participate in group purchases until after 
substantial purchases have been made by other group 
members; and third, the incentive declines for 
investment dealers to solicit actively group purchases 
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as aggregate quantities of shares purchased by a group 
increase and sales charges are reduced. Applicants 
contend that by fixing the sales load at a flat rate, the 
perceived disincentives of group marketing under Rule 
22d-1(b) would be removed (a) by providing increased 
incentive for initial participation in group purchases, 
(b) by eliminating ‘‘windfall’’ sales charge savings by 
subsequent participants in group purchases, and (c) by 
providing sufficient incentives for ongoing sales efforts 
by investment dealers. 


Applicants'submit that a sales load scale which declines 
below 4.5% as aggregate group purchases increase 
would not appear now to be appropriate because it is 
unlikely that subsequent group sales efforts will be 
significantly lower than initial group sales efforts. It is 
asserted that as group memberships change, dealers 
will have to expend a sales effort in order to attract new 
group members as purchasers. Applciants further state 
that, as sales loads decrease under such a proposal, 
dealer incentive to make subsequent group sales will 
also be reduced. Applicants’ proposal provides that 
individual group members will continue to be able to 
receive the benefits of the present scale of reducing 
sales load applicable to non-group members if their 
individual purchases within the group would entitle 
them to a sales load below the flat group rate. It is 
submitted that this is appropriate because, in most 
cases, individuals who are purchasing large quantities 
of shares do so on their own initiative with very little 
sales effort required. 


Applicants represent that they have reserved the right 
to revise the group sales charge rate within certain 
limits because the proposal is unique and Applicants 
cannot be certain as to the rate which would be most 
effective in terms of providing incentive to both dealer 
and group sales prospects and which would be 
competitive as other similar marketing plans are 
developed. 


Section 6(c) of the Act provides, in pertinent part, that 


the Commission, by order upon application, may 
conditionally or unconditionally exempt any person or 
class of persons from any or all provisions of the Act if 
and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 26, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
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addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9879/ August 2, 1977 


In the Matter of 


ELFUN TAX-EXEMPT INCOME FUND 
112 Prospect Street 
Stamford, Connecticut 06904 


(813-44) 


ORDER OF EXEMPTION FOR AN EMPLOYEES’ 
SECURITIES COMPANY PURSUANT TO SECTION 
6(b) OF THE ACT. 


On July 5, 1977, a notice was issued (Investment 
Company Act Release No. 9839) of an application filed 
on April 15, 1977, and an amendment thereto on May 
18, 1977, by Elfun Tax-Exempt Income Fund 
(‘‘Fund’’), registered under the Investment Company 
Act of 1940 (‘‘Act’’) as a diversified, open-end 
management investment company and organized as an 
employees’ securities company, pursuant to Section 
6(b) of the Act. The Fund requested an order of the 
Commission exempting it from the following Sections of 
the Act and the Rules and Regulations promulgated 
thereunder: 8(b), 10(a), 13(a)(4) to the extent required 
to permit the Fund to be terminated without a vote of 
the Fund’s Unitholders, 15(a) to the extent required to 
allow the investment advisory agreement between the 
Fund and General Electric Investment Corporation 
(‘‘GEIC’’) described in the notice to go into effect 
without being approved by persons holding a majority 





of the Fund’s outstanding Units, 15(c), 16(a), 22(f), 
30(d) to the extent required to permit the Fund to send 
‘a report to its Unitholders describing operations of the 
Fund only once a year, and 32(a) of the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemptions is consistent with 
the protection of investors. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(b) of the Act, 
that the application for the aforementioned exemptions 
from the provisions of Sections 8(b), 10(a), 13(a)(4), 
15(a), 15(c), 16(a), 22(f), 30(d) and 32(a) of the Act, to 
the extent requested, be, and hereby is granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9880/ August 3, 1977 


In the Matter of 


THE VARIABLE ANNUITY LIFE 
COMPANY 


INSURANCE 


and 


SEPARATE ACCOUNT ONE OF THE VARIABLE 
ANNUITY LIFE INSURANCE COMPANY 


2777 Allen Parkway 
Houston, Texas 77019 


(812-3893) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 22(e), 
27(c)(1) AND 27(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that The Variable Annuity 
Life Insurance Company (‘‘VALIC’’), a Texas stock life 
insurance company, and Separate Account One of 
VALIC (‘‘Separate Account One’’), a Separate account 


of VALIC registered under the Investment Company 
Act of 1940 (‘‘Act’’) as an open-end diversified 
management investment company (hereinafter collec- 
tively referred to as ‘‘Applicants’’), filed an application 
on December 29, 1975, and an amendment thereto on 
July 1, 1977, pursuant to Section 6(c) of the Act for an 
order exempting Applicants from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance by Applicants 
with certain provisions of the Education Code of the 
State of Texas. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations therein which are 
summarized below. 


Separate Account One was established by the Board of 
Directors of VALIC on September 25, 1968 in 
accordance with the Texas Insurance Code. Among the 
variable annuity contracts offered by Separate Account 
One and VALIC is a Group Unit Purchase Variable 
Annuity Contract (‘‘Contract[s]’’) which is designed to 
fund benefits provided by annuity purchase plans 
adopted by public school systems and certain 
tax-exempt organizations for their employees and 
qualifying for tax-deferred treatment under Section 
403(b) of the Internal Revenue Code of 1954, as 
amended, VALIC serves as investment adviser to and 
principal underwriter for Separate Account One. 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (‘‘Program’’), codified as 
Subchapter G of Chapter 51 of the Texas Education 
Code. The statute provides as the funding media for the 
Program fixed or variable annuity contracts purchased 
from any insurance or annuity company qualified to do 
business in Texas. In 1973, the Texas legislature made 
two amendments in the Program legislation, which 
amendments became effective on June 14, 1973. The 
statutory definition of the Program was amended to 
provide that the benefits of such annuities are to be 
available only upon termination of employment in the 
Texas public institutions of higher education, 
retirement, death or total disability of the participant. 
The other amendment added a new Section 51.358 to 
Subchapter G which also provides that the benefits of 
such annuities will be available only if the participant 
dies, terminates his employment due to total disability, 
accepts retirement, or terminates employment in the 
Texas public institutions of higher education. 


Because of uncertainty regarding the effect of these 


amendments, the University of Texas System 
(‘‘System’’) requested the opinion of the Attorney 
General of Texas with respect to several questions 
concerning such amendments. The Attorney General 
rendered an opinion dated February 18, 1975, in 
response to the System’s letter. The Attorney General 
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interpreted Section 51.358 to prohibit provisions in a 
variable annuity contract issued in connection with the 
Program on or after June 14, 1973, which provide for 
making available the redemption value of such contract 
prior to the occurence of one of the conditions specified 
in the statute, i.e., termination of employment, 
retirement, death or total disability. Moveover, the 
opinion further stated that the prohibitions of Section 
51.358 were impliedly in effect upon the establishment 
of the Program (in 1967) and that notwithstanding any 
language which may be contained in existing contracts, 
a participant in the Program has never had the right to 
redeem his annuity contract otherwise than in 
accordance with the limitations described above. The 
opinion did not affect the right of a participant to 
transfer the redemption value of his annuity contract 
from one carrier to another; accordingly, the granting 
of the relief requested in the application would not 
affect such right. 


Sections 27(c)(1), 22(e) and 27(d) 


Section 27(c)(1) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless such certificate is a redeemable 
security. Section 2(a)(32) of the Act defines 
‘redeemable security’ to mean any security under the 
terms of which the holder upon its presentation to the 
issuer or to a person designated by the issuer is entitled 
to receive approximately his proportionate share of the 
issuer’s current net assets, or the cash equivalent 
thereof. 


Section 22(e) of the Act provides that no registered 
investment company shall suspend the right of 
redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender .of such security to the 
company or its agent designated for that purpose for 
redemption except in certain prescribed circumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless the certificate provides that the holder 
thereof may surrender the certificate at any time within 
the first eighteen months after the issuance of the 
certificate and receive in payment thereof, in cash, the 
sum of (1) the value of his account, and (2) an amount, 
from such underwriter or depositor, equal to the part of 
the excess paid for sales loading which is over 15 per 
centum of the gross payments made by the certificate 
holder. 


Applicants request exemptions from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
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extent necessary to permit compliance with Section 
51.358 as it pertains to (i) redemption values under 
Contracts issued to participants in the Program subse- 
quent to the date of such exemptive order and (ii) 
redemption values under Contracts issued prior thereto 
but attributable to payments made subsequent to the 
date of such order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program 
effectively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of 
two funding media (the other being fixed annuity 
contracts) specifically provided in the Texas statute for 
such purpose. Additionally, participants will be unable 
to obtain the State’s matching contributions for the 
purchase of an equity-based retirement vehicle. In this 
respect, the Attorney General’s opinion indicated that 
these matching contributions will encourage partici- 
pation in the retirement plan but that unrestricted 
withdrawals prior to retirement might be detrimental to 
an effective retirement vehicle. In view of the 
foregoing, Applicants assert that the Commission 
should grant the requested exemptions because: (1) the 
limited restriction on redemption would be voluntarily 
assumed by participants, i.e., eligible employees are 
not required to participate in the Program; (2) the 
restrictions were not formulated nor suggested by 
Applicants; and (3) participants’ relinquishment of the 
full right of redemption is a reasonable requirement in 
exchange for the benefits bestowed by the matching 
contributions of the State of Texas. 


Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the 
availability of redemption values under Contracts to be 
issued to them. This disclosure will take the form of an 
appropriate reference in each Prospectus to the 
restrictions on redemption of these Contracts, as well 
as requiring each participant, as a part of the 
determination that the sale of these Contracts is 
suitable for that participant, to sign a statement 
indicating that he/she is aware that these restrictions 
will be placed on his/her Contract when it is issued. In 
addition, Applicants will review all sales literature that 
is to be used in conjunction with the sales of these 
contracts for the existence of material representations 
that are inconsistent with the restrictions to be placed 
on these contracts and will instruct the salespeople 
involved in soliciting in this market specifically to bring 
this restriction to the attention of the potential 
participants. 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities or transactions, from the provisions 
of the Act and Rules promulgated thereunder if and to 


the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 





the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later that August 29, 1977, at 5:30 p.m. 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney at law, 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following August 29, 1977, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 603/August 1, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5847/August 1, 1977 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 604/August 1, 1977 


In the Matter of 
THOMAS RAY ROWLAND 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


Thomas Ray Rowland (“Roland”) has submitted an 
offer of settlement in these proceedings instituted on 
May 2, 1977, pursuant to Sections 203(e) and (f) of the 
Investment Advisers Act of 1940. In his offer, 
Respondent waives a hearing and post-hearing pro- 
cedures. Solely for the purpose of these proceedings 
and without admitting or denying the allegations in the 
Order, Rowland consents to findings of facts and vio- 
lations of law as alleged in the Order for Proceedings 
and to the imposition of certain sanctions. 


After due consideration of the offer of settlement of 
Respondent Rowland, including Rowland’s under- 
taking to submit future advertising to legal counsel 
prior to its use and upon the recommendation of its 
staff the Commission has determined to accept such 
offer. 


On the basis of the Order for Proceedings and the 
Respondent’s offer of settlement, the Commission 
finds: 


(1) That Rowland wilfully violated Section 206(4) of the 
Investment Adviser Act of 1940, as amended, and 
Rules 206(4)-1(a)(1), (3) and (5) thereunder in con- 
nection with advertisements placed in certain publi- 
cations, and letters and brochures distributed to the 
public which advertised and solicited attendance for 
seminars given by Rowland concerning investments in 
municipal securities. 


(2) That it is in the public interest to impose the 
sanctions specified in the Offer of Settlement as 
follows: 


(a) Censure of Respondent; and 


(b) Suspension for a period of ninety days of 
Respondent’s advertising of his seminars. 


(3) That the undertaking set forth in the Respondent’s 
offer of settlement be effectuated. Respondent under- 
takes to submit proposed future advertising of his 
seminars to legal counsel prior to its use to assure that 
such advertising complies with the requirements of the 
Investment Advisers Act of 1940, as amended, and 
Rules thereunder. 


Accordingly, IT |S ORDERED that, effective the second 
Monday after the date of this Order: 


(1) Respondent is censured; 


(2) Respondent is suspended for a period of ninety 
days from advertising his seminars; and 
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(3) Respondent undertake to submit proposed future 
advertising of his seminars to legal counsel to assure 
compliance with the Investment Advisers Act, as 
amended, and Rules thereunder. 


By the Commission, 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 8045/July 29, 1977 


UNITED. STATES v. Harvey L. Starr 
(U.S.D.C., W.D. of Pa., Criminal No. 76-158) 


Blair A. Griffith, United States Attorney for the Western 
District of Pennsylvania and Paul F. Leonard, 
Administrator of the Washington Regional Office, 
announced that on July 21, 1977, the Honorable 
Joseph P. Willson, United States District Judge for the 
Western District of Pennsylvania, sentenced Harvey L. 
Starr of Las Vegas, Nevada to two years imprisonment 
and ordered him to pay a $15,000 fine. On January 17, 
1977, Starr pleaded nolo contendere before Judge 
Willson to four counts of securities fraud and two 
counts of wire fraud of a thirteen count indictment 
charging the defendant with conversion of $456,000 of 
investor’s monies in connection with oil and gas well 
ventures in West Virginia, Kentucky and Nevada, a 
mining venture in New Mexico and a shipyard venture 
in Illinois. A two year term was imposed for each of the 
six counts with all the terms to run concurrently. A fine 
of $2,500 was also imposed for each of the six counts. 
Execution of Starr’s sentence was stayed until October 
3, 1977. 


For further information see Litigation Releases Nos. 
6718, 7499 and 7749. 





Litigation Release No. 8046/July 29, 1977 


U.S. v. Alan H. Simon 
(E.D. Pa. Criminal Action No. 77-181) 


David W. Marston, United States Attorney for the 
Eastern District of Pennsylvania, and Paul F. Leonard, 
Administrator of the Washington Regional Office 
and Thomas H. Monahan, Assistant Regicnal Admini- 
strator (Philadelphia Branch Office), of the Securities 
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and Exchange Commission announced that on July 15, 
1977, Alan H. Simon pleaded guilty in the United 
States District Court for the Eastern District of Penn- 
sylvania to one count of conspiracy to violate Section 
10(b) of the Securities Exchange Act of 1934 and Rule 
10-b thereunder and the mail fraud statute, 18 U.S.C. 
1341. 


The conspiracy charge was part of a seventy-seven 
count indictment charging Simon and four other 
defendants with securities fraud, mail fraud and 
conspiracy violations in connection with the activities 
of Albert & Maguire Securities Co., Inc., a now defunct 
broker-dealer. 


The conspiracy count of the indictment, to which 
Simon pleaded guilty, charged, among other things, 
that Simon conspired with the other defendants to 
wrongfully sell securities of customers of Albert & 
Maguire and of other persons and to convert the 
proceeds of such sales to the working capital of the 
broker-dealer. 


The date of Simon’s sentencing as well as the trial date 
for the remaining defendants is to be scheduled. 





Litigation Release No. 8047/August 1, 1977 


U.S. v. EDDIE J. ROBBINS, ET AL 
(USDC, Nebraska, 77055) 


Daniel E. Wherry, United States Attorney for the 
District of Nebraska, and Robert H. Davenport, 
Administrator of the Denver Regional Office of the 
Securities and Exchange Commission, today an- 
nounced that on July 14, 1977 a federal grand jury in 
Omaha, Nebraska returned a multicount indictment 
charging Eddie J. Robbins, Richard J. Mathews, and 
James R. Willoughby, all of Omaha, Nebraska, with 
various counts of securities fraud, mail fraud, and 
sales of unregistered securities in connection with the 
offer and sale of stock in Diversified Industries, Inc., 
Rovin’ Rover, Inc., and K-9 Kurb Kare, all of which are 
purportedly Nebraska corporations. 





Litigation Release No. 8048/August 1, 1977 


SEC v. CRAIG MORRIS OIL, INC., et al 
Dist. of Ks. (CA-77-1221) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office, today announced that on July 25, 





1977, Federal District Judge Wesley E. Brown, at 
Wichita, Kansas, entered an Order of Permanent 
Injunction by Consent against Myrle Hoppe, Denver, 
Colorado, enjoining him from violations of the 
registration provisions of the federal securities laws. 


Hoppe consented to the entry of the Order of 
Permanent Injunction without admitting or denying the 
allegations contained in the Commission’s Complaint. 


The Complaint, which was filed on June 9, 1977, 
alleged that Hoppe and two other defendants violated 
the registration provisions in connection with the offer 
and sale of fractional undivided working interests in oil 
and gas leases located in Kay County, Oklahoma, and 
Cowley and Sumner Counties, Kansas, issued by Craig 
Morris Oil, Inc. 


For further information, see Litigation Release No. 
7980. 





Litigation Release No. 8049/August 1, 1977 


SEC v. TIME-LENDERS, INC., et al 
(CV-75-1032-GT, S.D. CA) 


Gerald E. Boltz, administrator of the Los Angeles 
Regional Office of the Securities and Exchange Com- 


mission, announced that the Honorable Gordon 
Thompson, Jr., of the U.S. District Court in San Diego, 
permanently enjoined Time-Lenders, Inc., a California 
corporation, and Walter Wencke, of Rancho Sante Fe, 
from further violations of the reporting and proxy pro- 
visions of the Securities Exchange Act of 1934. In 
addition, the Court ordered a stock certificate 
exchange designed to reduce Wencke’s ownership of 
Time-Lenders class A common stock to that 
percentage which he owned prior to Time-Lenders’ 
1975 100 to 1 reverse stock split and fractional share 
repurchase. 


Time-Lenders was placed in a permanent receivership 
as a result of a separate action, SEC v. Wa/ter Wencke 
(CV-76-0783-GT, S.D. CA). Wencke was also 
permanently enjoined in the action. (See Lit. Rel. Nos. 
7517, 7741, 7757, 7874) 


Time-Lenders consented to be enjoined without 
admitting or denying the allegations set forth in the 
Commission’s complaint. Wencke was enjoined by 
default. The injunctions against Time-Lenders and 
Nencke were entered on July 20 and July 25, 1977, 
respectively. 


For further information see Litigation Release No. 
7187. 





Litigation Release No. 8050/August 2, 1977 


SEC v. T.A.S. INVESTMENTS, ET AL. 
(N.D.N.Y. 77 Civil 275) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission, announced that on July 20, 1977, the Com- 
mission filed a complaint in the United States District 
Court for the Northern District of New York seeking 
injunctive and ancillary relief against T.A.S. Invest- 
ments (“T.A.S.”), a Syracuse, New York mail order 
business, and Gary R. Paro (‘‘Paro”), the president of 
T.A.S. Simultaneously with the filing of the complaint, 
the Honorable Edmund Port, United States District 
Judge for the Northern District of New York, signed a 
Final Judgment of Permanen Injunction and Order of 
Ancillary Relief enjoining T.A.S. and Paro from vio- 
lating the registration and anti-fraud provisions of the 
federal securities laws. T.A.S. and Paro consented to 
the entry of the judgment without admitting or denying 
the allegations contained in the Commission’s 
complaint. 


The complaint alleged that T.A.S. and Paro violated the 
registration and anti-fraud provisions of the federal 
securities laws in connection with the offer, sale, and 
purchase of securities in the form of investment 
interests in advertising and promotional campaigns, 
which were issued by the defendants. Specifically, the 
Commission alleged that the defendants had mailed a 
brochure to investors and prospective investors 
throughout the nation, which solicited investments of 
$100 to $10,000 and guaranteed returns of 33 1/3% to 
100% in 36 to 90 days. The monies invested apparently 
were to be used as capital for a distribution and sale 
campaign of certain written materials. 


The Commission alleged that the defendants violated 
the anti-fraud provisions of the federal securities laws 
by making numerous misrepresentations and 
omissions of material facts concerning, among other 
things, the use of the funds raised from investors, the 
experience of the defendants in the fields of 
advertising and promotional campaigns, and the safety 
of the investments and returns on the investments. 


As ancillary relief, the defendants were ordered to 
return to investors all monies received or to be received 
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from their violative conduct and to submit to the court 
and the Commission, affidavits demonstrating com- 
pliance with the court’s order. 





Litigation Release No. 8051/August 2, 1977 


United States v. Gerald Sprayregen 
(S.D.N.Y. 77 CR 516) 


United States v. Walter C. Spengler 
{(S.D.N.Y. 77 CR 511) 


United States v. Jose L. Umana 
(S.D.N.Y. 77 CR 42) 


United States v. Sabino P. Cardiello 
(S.D.N.Y. 77 CR 73) 


The Securities and Exchange Commission (“Com- 
mission”) and Robert B. Fiske, United States Attorney 
for the Southern District of New York announced that 
on July 7, 1977 a Federal Grand Jury in New York, New 
York filed an eleven-count indictment charging Gerald 
Sprayregen (“Sprayregen”) with one count of con- 
spiracy, five counts of filing false financial statements 
with the Commission, four counts of bank fraud and 
one count of obstruction of justice in connection witha 
Commission investigation, each relating to Sprayre- 
gen’s activities as Chairman of Stratton Group, Ltd. 
(“Stratton”) a now-bankrupt company which owned 
and operated some 200 John’s Bargain Stores 
(“John’s”). 


Three others, Walter C. Spengler and Jose L. Umana, 
Stratton’s former President and Vice President and 
Sabino P. Cardiello, an accountant at Stratton, have 
pleaded guilty to felony charges in separate infor- 
mations covering their participation in one or more 
aspects of the same fraud. 


The indictment charges Sprayregen with having 
fraudulently siphone $2.1 million from Stratton in 1971 
and with having caused it to pay exorbitant fees to a 
subsidiary, the now defunct brokerage firm of 
Sprayregen & Company, of which Sprayregen was also 
Chairman of the Board; that when, substantially as a 
result of this siphoning of money, John’s sustained 
massive operating losses in early 1972, Sprayregen, 
together with the others who have already pleaded 
guilty, prepared false financial statements for Stratton 
overstating its income by $1.8 million and submitted 
these false reports to the Commission, various 
suppliers of merchandise, and credit agencies; that 
using these false financial statements, they obtained a 
$2.1 million loan from the First Pennsylvania Banking 
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and Trust Company, Philadelphia, Pennsylvania; and 
that in September of 1973 Sprayregen and others 
developed a cover-up scheme in an attempt to prevent 
the Commission from discovering their participation in 
the crimes alleged in the indictment. 


Sprayregen, Spengler, Cardiello and Stratton on 
August 6, 1974 and Umana on September 23, 1974, 
were enjoined from future violations of the anti-fraud 
and filing provisions of the federal securities laws in 
connection with purchases and sales of Stratton 
securities or any other securities. For further infor- 
mation see Litigation Releases Nos. 6450 and 6533. 





Litigation Release No. 8052/August 2, 1977 


SECURITIES AND EXCHANGE COMMISSION V. 
FALSTAFF BREWING CORPORATION, et al. 


(D.D.C.) Civil Action No. 77-0894 


The Securities and Exchange Commission (“Com- 
mission”) today announced that on August 1, 1977, the 
Honorable Howard F. Corcoran, U.S. District Judge for 
the District of Columbia, entered a Judgment of 
Preliminary Injunction and Other Relief against Falstaff 
Brewing Corporation (“Falstaff”), enjoining Falstaff 
from further violations of the antifraud, reporting and 
proxy provisions of the federal securities laws pending 
the trial on the merits of the Commission’s Complaint 
against Falstaff filed May 25, 1977. In addition, the 
Court preliminarily enjoined Falstaff from convening 
its annual shareholders meeting and prohibited the 
solicitation and voting of proxies by Falstaff in 
connection therewith. Judge Corcoran, in a lengthy 
opinion, stated that “The Commission has made a 
strong prima facie showing that there is a reasonable 
likelihood of future violations of the federal securities 
law on the part of defendant Falstaff... .” 


The Commission’s complaint charged Falstaff, Paul 
Kalmanovitz (“Kalmanovitz”), Chairman of Falstaff’s 
board of directors, James S. McClellan (“McClellan”), a 
former director of Falstaff and Ferdinand J. Gutting, 
(“Gutting”’), formerly Falstaff’s president and Chair- 
man of the board of directors, with violations of the 
antifraud, proxy and reporting provisions of the federal 
securities laws in connection with a 1975 transaction 
whereby Kalmanovitz acquired 52% of the outstanding 
voting rights of Falstaff. It was alleged, among other 
things, that Falstaff’s 1975 proxy soliciting material 
failed to disclose Kalmanovitz would obtain such 
control; that one-half of his voting rights were obtained 
in consideration for an extension of credit by one of 





Falstaff’s suppliers; and that certain provisions in the 
agreement between Falstaff and Kalmanovitz con- 
cerning the prepayment of Falstaff’s long term debt 
would violate agreements with Falstaff’s lenders which 
required pro rata payment among all such lenders. 
Falstaff was additionally charged with violations of the 
periodic reporting provisions of the securities laws in 
connection with its filings with the Commission from 
1974 to the present. The Commission also alleged that 
Falstaff’s 1977 proxy soliciting material is materially 
false and misleading with respect to a proposed 
change in the dividend rights of Falstaff’s Class A pre- 
ferred stock, of which Kalmanovitz presently owns 100 
percent. 


Gutting and McClellan previously consented to the 
entry of orders permanently enjoining them from future 
violations of the anti-fraud and reporting provisions of 
the securities laws, without admitting or denying the 
allegations of the complaint. The Commission did not 
seek pretiminary relief against Kalmanovitz. 


For further information, see Litigation Releases Nos. 
7943 and 7960. 





Litigation Release No. 8053/August 3, 1977 


SEC v. CARR EXPLORATIONS, INC. 
(USDC/KANS.) Civil Action No. 77-1285 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, announced that on July 26, 1977 the Com- 
mission filed a civil injunctive action in federal district 
court at Wichita, Kansas, against Carr Explorations, 
Inc. and Gary E. Caruthers, both of Wichita. Caruthers 
is president and sole shareholder of Carr Explorations, 
Inc. 


The complaint alleged that Carr Explorations, Inc. and 
Caruthers violated the securities registration pro- 
visions of the Securtiies Act of 1933 in the offer and 
sale of fractional undivided working interests in 
Kansas oil and gas leases, and sought preliminary and 
permanent injunctions prohibiting future violations. 





Litigation Release No. 8054/August 4, 1977 


U.S. v. BERTSIL L. SMITH 
(N.D. Ga. CR 77-79A) 


William L Harper, United States Attorney for the 
Northern District of Georgia and Jule B. Greene, 
Administrator of the Atianta Regional Office of the 
Securities and Exchange Commission announced that 
on July 25, 1977, Bertsil L. Smith of Memphis, 
Tennessee pleaded guilty to two counts of wire fraud. 
Smith was sentenced by Federal District Judge Richard 
C. Freeman at Atlanta to serve eighteen months on one 
count and three years on the second count to run con- 
secutively with the first count. The sentence on the 
second count was suspended and Smith is to be placed 
on probation after serving eighteen months. 


Smith had been indicted by a federal grand jury on 
charges that he and an associate induced investors to 
sell municipal bonds and converted the proceeds to 
their personal use. 


For further information, see Litigation Release No. 
8034. 








SECURITIES INVESTOR PROTECTION 
ACT OF 1970 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 62/August 1, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13813/August 1, 1977 
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